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INTRODUCTION 


For the first time in two generations the 
American people are faced with the primary 
issue of humanity and all government — ^the is- 
sue of human liberty. 

Not only in the United States, but through- 
out the world, the whole philosophy of indi- 
vidual liberty is under attack. In haste to bring 
under control the sweeping social forces un- 
leashed by the political and economic disloca- 
tions of the World War, by the tremendous ad- 
vances in productive technology during the last 
quarter-century, by the failure to march with 
a growing sense of justice, peoples and govern- 
ments are blindly wounding, even destroying 
those fundamental human liberties which have 
been the foundation and the inspiration of prog- 
ress since the Middle Ages. 

The great question before the American peo- 
ple is not whether these dislocations and abuses 
can be mastered and these new and powerful 
forces organized and directed to human wel- 
fare, but whether they can be organized by free 
men. We have to determine now whether, un- 
der the pressures of the hour, we must cripple 
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or abandon the heritage of liberty for some 
new philosophy which must mark the passing 
of freedom. 

Who may define Liberty? It is far more than 
Independence of a nation. It is not a cata- 
logue of political “rights.” Liberty is a thing 
of the spirit — ^to be free to worship, to think, to 
hold opinions, and to speak without fear — free 
to challenge wrong and oppression with surety 
of justice. Liberty conceives that the mind and 
spirit of men can be free only if the individual 
is free to choose his own calling, to develop his 
talents, to win and to keep a home sacred from 
intrusion, to rear children in ordered security. 
It holds he must be free to earn, to spend, to 
save, to accumulate property that may give pro- 
tection in old age and to loved ones. 

It holds both in principle and in world ex- 
perience that these intellectual and spiritual 
freedoms cannot thrive except where there are 
also these economic freedoms. It insists equally 
upon protections to all these freedoms or there 
is no Liberty. It therefore holds that no man, 
no group, may infringe upon the liberties of 
others. It demands freedom from frozen bar- 
riers of class, and equal opportunity for every 
boy and girl to win that place in the community 
to which their abilities and character entitle 
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them. It holds that these liberties and securities 
to constructive initiative and enterprise alone 
assure the immense need of material, moral, and 
spiritual achievements of men. 

There are stern obligations upon those who 
would hold these liberties — self-restraint, in- 
sistence upon truth, order, and justice, vigilance 
of opinion, and co-operation in the common wel- 
fare. 

In every generation men and women of many 
nations have died that the human spirit may be 
thus free. In our race, at Plymouth Rock, at 
Lexington, at Valley Forge, at Yorktown, at 
New Orleans, at every step of the Western 
frontier, at Gettysburg, at San Juan Hill, in 
the Argonne, are the graves of Americans who 
died for this purpose. 

From these sacrifices and in the consumma- 
tion of these liberties there grew a great philos- 
ophy of society — ^Liberalism. The high tenet of 
this philosophy is that Liberty is an endowment 
from the Creator of every individual man and 
woman upon which no power, whether economic 
or political, can encroach, and that not even the 
government may deny. And herein it challenges 
all other philosophies of society and government; 
for all others, both before and since, insist that 
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the individual has no such unalienable rights, 
that he is but the servant o£ the state. Liberalism 
holds that man is master of the state, not the 
servant; that the sole purpose of government is 
to nurture and assure these liberties. All others 
insist that Liberty is not a God-given right ; that 
the state is the master of the man. Herein is the 
widest divergence of social and governmental 
concepts known to mankind. No man long holds 
his freedom under a government which claims 
men’s liberties. That government cannot exist 
or continue unless it be of despotic powers. 
The whole of human experience has shown 
that. 

And this devotion to freedom is not an ab- 
straction, for Liberalism holds that it is solely 
through the release of the constructive instincts 
and aspirations of man that society may move 
forward to its primary purpose. That high pur- 
pose is human betterment. Its distinction in 
American life is its ideal for betterment of all 
the people. 

Out of our philosophy grew the American 
Constitutional system where the obligation to 
promote the common welfare was mandatory 
and could be made effective; wherein was em- 
bodied in its very framework the denial of the 
right of the government itself or of any group. 
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any business, or any class to infringe upon 
essential liberties ; wherein the majority was to 
rule; wherein government was to be “of laws 
and not of men”; whereby the individual was 
guaranteed the just protection of these rights 
by its tribunals — ^the structure of American 
Democracy. 

Out of these ideals, under this philosophy, 
and through this structure we have developed 
the principles and forms of our social, economic, 
and governmental life — ^the American System. 

The rise of our race under it marks the high 
tide of a thousand years of human struggle. 
Upon it our country has grown to greatness 
and has led the world in the emancipation of 
men. When these boundaries of Liberty are 
overstepped, America will cease to be American. 

From the creativeness of mankind’s liberated 
mind and spirit has come the host of ideas, dis- 
coveries, and inventions with their freight of 
comforts and opportunities. And with all of 
them has come a burden of difficult problems to 
Liberty. Today, these complexities, added to 
the aftermaths of war, loom large, and the 
voices of discouragement join with the voices 
of other social faiths to assert that an irrec- 
oncilable conflict has arisen in which Liberty 
must be sacrificed upon the altar of the Machine 
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Age. But Liberty is a living force, expanding 
to every new vision of humanity, and from its 
very dynamic freedom of mind and thought 
comes the conquest of its ceaseless problems. 

Our system has at all times had to contend 
with internal encroachments upon Liberty. 
Greed in economic agencies invades it from the 
Right, and greed for power in bureaucracy and 
government infringes it from the Left. Its 
battles against betrayal of trust, business ex- 
ploitation, and all forms of economic tyranny 
have long demonstrated that it was no system 
of laisses faire. Its battles against the spoils 
system or the expansion of bureaucracy have 
long demonstrated its live sense of opposition 
to the subtle approach of political tyranny. 

I should indeed be glad to find a short cut to 
end the immensities of human problems. I have 
no word of criticism but rather great sympathy 
with those who honestly search human experi- 
ence and human thought for some easy way out, 
where human selfishness has no opportunities, 
where freedom requires no safeguards, where 
justice requires no striving, where bread comes 
without contention and with little sweat. Such 
dreams are not without value and one could 
join in them with satisfaction but for the mind 
troubled by recollection of human frailty, the 
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painful human advance through history, the long 
road which humanity still has to travel to eco- 
nomic and social perfections, and but for the 
woeful confirmations which the world has given 
of the failure of idealism alone without the com- 
pass of experience. 

It is now claimed by large and vocal groups, 
both in and out of government, that Liberty has 
failed; that emergency encroachments upon its 
principles should be made permanent. Thereby 
are created the most urgent issues : first, 
whether we must submit to some other system 
by which the fundamentals of Liberty are sacri- 
ficed; and second, whether, even if we make 
these sacrifices, we shall not defeat the hope 
and progress of humanity. These are not parti- 
san issues. They are the greatest issues of 
American life. 

It is my hope to show that to resume the path 
of Liberty is not to go backward ; it is definitely 
to choose the sole path of progress instead of 
following the will-o’-the-wisps which lead either 
to the swamps of primitive greed or to political 
tyranny. The hope of America and the world is 
to regenerate Liberty with its responsibilities 
and its obligations — not to abandon it. 

On other occasions I have commented upon 
the perversion and assumption of the term 
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“Liberalism” by theories of every ilk — ^whether 
National Regimentation, Fascism, Socialism, 
Communism, or what not/ I have pointed out 
that these philosophies are the very negation of 
American Liberalism. 

Liberalism is not the possession of any po- 
litical party. The belief in Liberalism, the ac- 
ceptance of it as a positive philosophy, does not 
designate a person either as a Republican or a 
Democrat any more than does his belief in Chris- 
tianity. 

It is the purpose of this examination, there- 
fore, upon behalf of human liberty, to survey 

^ Social, political, and governmental terms are so subject to 
perversions from their basic concepts as to lead to confusion un- 
less they are first defined. In this examination I shall use the 
term Liberty as defined on page i. I shall use Liberalism as 
the philosophy of Liberty as outlined in this introduction, which 
is the sense in which it was l>orn and applied in our own na- 
tional life, and in which it is truly used throughout the world. 
Its American development I shall define as American Liberal^ 
isnu I shall define our system of social, economic, and govern- 
mental life that had developed under this philosophy as the 
Anwrica^t System. I shall use synonymously the term Liberty 
with American Liberty. The term Freedom is used in the 
general or in its patriotic sense. It often has less personal quality 
and represents less of a definite social philosophy than Liberty. 

Liberalism and Democracy are often synonymous, but Democ- 
racy is a less inclusive term as it refers more often to govern- 
mental forms alone than to their social and economic background. 

Philosophically the Liberals are often contrasted with Conserv- 
atives and Radicals. The original ^'Conservatives’* were those 
who believed that human rights sprang from the State or the 
Sovereign — curious analogy to many of the modern ^Radicals 
who daily claim to be Liberals under the cloak of Socialism or 
tinder the expansion of bureaucracies which would dictate the 
lives of men. These have simply shifted from the Divine Right 
of Kings to the Divine Right of Bureaucracies. In this sense the 
Radicals of today are the Conservatives of yesterday. 



INTRODUCTION 


9 


briefly the movement of revolution through the 
world since the Great War, and the method of 
overthrow of Liberalism ; to recall our American 
heritage, the growth of our Liberty, the forces 
in human nature and human behavior which 
govern economic life, the restraints and ideals 
of the system of ordered Liberty, the achieve- 
ments of the American System; to analyze 
from an American point of view the alternate 
systems of society; to examine our own abuses 
of Liberty ; to review the purposes of American 
life; to consider constructively, not a detailed 
program, but the method through which alone 
we can solve national problems. 

The creed of Liberty could be shortly and 
simply stated, but the complexity of material 
life and above all the immensity of the issue 
today necessitate its exhaustive examination 
and from many angles. It may be felt that there 
are occasional repetitions of tests, but if we 
make a searching examination we must review 
many events, many problems, and many pro- 
posals with the same lamp. 

With the ordinary or technical economic or 
governmental problems, important as they are, 
I shall be here concerned only incidentally as 
they atfect Liberty. It is enough for one brief 
book to outline their political and social reper- 
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cussions on what is above all the crucial con- 
sideration — ^that is Liberty itself. 

Over a period of twenty years I have been 
honored by my country with positions where 
contention with the forces of social disintegra- 
tion was my continued duty. I should be untrue 
to that service did I not raise my voice in pro- 
test, not at reform, but at the threat of the eclipse 
of Liberty. 

Nor is it my purpose to criticize individual 
men. This is solely an issue and will be met by 
honest men as an issue. For once again the 
United States of America faces the test whether 
“a nation so conceived and so dedicated can long 
endure.” 


CHAPTER I 


REVOLUTIONS FROM LIBERTY 

Some twelve years ago, after seven years of 
intimate and poignant participation in the back- 
wash of war and revolution, I published a small 
book on the development and ideals of American 
Individualism} That essay was devoted to a 
survey of the American System from the point 
of view of the individual, in contrast with the in- 
dividual under other social philosophies, rather 
than to the broader aspect of government. 

At that time the scene was the post-war 
sweep of revolution over one-third of the world. 
Great theories spun by dreamers to remedy 
pressing human ills then had come to the front 
of men’s minds ; magic formulas had sprung to 
life with the promise of dissolving all troubles ; 
great masses of people had flocked to these new 
banners in hopes bom of misery and despair; 
and, as the storm of war and revolution and 
overwrought emotions subsided, there was left 
with us of the United States even then much 
unrest, much discontent with the sure forces of 
human advancement. 

In that essay I stated that to all of us, out of 

^ Doubleday Page, New York, 1922, 

IX 
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this crucible of actual, poignant, individual ex- 
perience, had come a depth of new understand- 
ing. It was for all of us to ponder these new 
currents if we were to shape our future with 
intelligence. After recounting the great social 
philosophies which then were struggling for 
ascendency in prostrated Europe, this essay con- 
tinued : 

The partisans of some of these other 
brands of social schemes challenge us to com- 
parison; and some of their partisans, even 
among our own people, are increasing in their 
agitation that we adopt one or another or 
parts of their devices in place of our tried 
individualism. They insist that our social 
foundations are exhausted, that like Feudal- 
ism apd Autocracy, America’s plan has 
served its purpose — that it must be aban- 
doned. 

There are those who have been left in sober 
doubt of our institutions, or are confounded 
by bewildering catchwords or vivid phrases. 
For in this welter of discussions there is much 
attempt to glorify or defame social and eco- 
nomic forces with phrases. Nor, indeed, 
should we disregard the potency of some of 
these phrases in their stir to action. . . . 

For myself, let me say at the very outset 
that my faith in the essential truth, strength, 
and vitality of the developing creed by which 
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we have hitherto lived in this country of ours 
has been confirmed and deepened by the 
searching experiences of seven years of serv- 
ice in the backwash and miseries of war. 

Humanity has had another twelve years of 
wracking experience since that essay was writ- 
ten. From the furnaces of war it has been 
plunged into the furnaces of economic disorder. 
The lingering effects of the stupendous destruc- 
tion of the war; the economic dislocations of 
the peace; the vast speculation founded on the 
increasing effort to avoid payment of both pri- 
vate and public debt through inflation and manip- 
ulation of currencies ; the efforts to make some 
other nation pay governmental debts; the ex- 
plosive fuel of nationalism; the unassimilated 
scientific discoveries and inventions; all these 
have brought the Great Depression, with its 
vast unemployment and untold misery. 

Stupendous problems have been thrust upon 
us, for which our social system is blamed rather 
than the shocks of war and of its peace. The 
overcoming of these immediate emergencies has 
much delayed the solutions of the world’s con- 
stant problems of progress. 

Still more new social philosophies have sprung 
to life in these twelve years ; further tests of the 
older ones have been gained in these fierce 
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crucibles of human experience. Fascism, Nazi- 

ism have come into actual being. New Utopias 

have been invented, new slogans and phrases ; 

have led great masses of suffering people first 

this way and then that. New revolutions have 

burned over peoples and even swept again over 

old burned fields. 

The revolutions to democracy from autocratic 
governments in a large part of the civilized 
world which were the first products of war have 
now been mostly reversed. In many other coun- ' ; 

tries also revolutions have replaced older liberal 
governments by so-called “authoritarian” gov- 
ernments — that is, near dictatorship or dictator- 
ship — ^until far less of humanity enjoys the 
blessings of freedom than a score of years ago. 

But beyond all this Liberalism is now under be- 
leaguered attack even in the great countries of 
its origins. 

These modern revolutions do not necessarily "• 

imply civil war or the killing of people. They ' 

more often force back the weakened liberal in- ;j 

stitutions by clipping, bending, or atrophying of 
the old frameworks into new forms and pur- 
poses. 

Revolution in government is a hard term to 
define. Too often we use it colloquially for nor- 
mal change. Any definition of revolution in 
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democracies implies something more than the 
peaceful fruition of their philosophies and ideals 
matured by honest discussion and submitted to 
the ballot. It means some violent wrench in the 
whole philosophy of a people — a wrench from 
their ideas and ideals whence sprang their in- 
stitutions and their form of government. In 
many democratic states it has meant the impo- 
sition of a new philosophy, changed ideas and 
changed ideals without their open submission to 
the people, and often without the people recog- 
nizing its approach until it has become a reality. 
And not a few of these recent revolutions have 
been stimulated by ambitious men preying upon 
the suffering of humanity for personal power. 

An analysis of these foreign revolutions away 
from democracy reveals different sequences and 
methods in different countries, but they have a 
common pattern varying only in degree of vio- 
lence of action. Their mild form is the break- 
ing down of confidence in existing institutions 
by defamation, their violent form is overthrow 
of these institutions through seizure or sup- 
pression. They vary between the initial winning 
of elections through promises not intended of 
fulfillment, and the direct “postponement” or 
abolition of elections. They gently secure the 
amiable surrender of the independence of leg^s- 
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lative bodies by the delegation of their powers 
for “emergency’s sake” or else these bodies are 
harshly reorganized or adjourned. They en- 
croach by evasion and subtle intimidation of ju- 
dicial independence or they suppress the courts. 
In combating criticism their methods range 
between manipulation of the agencies of public 
information and the suppression of free speech 
and free press. These revolutions often enough 
continue old governmental forms for appear- 
ance’s sake, but they all move forward to de- 
struction of Liberty by the growth of disguised 
or open dictatorship. 

None of the whole gamut of these new social 
ideas can be imposed without play upon fear or 
intimidation. They cannot be imposed nor can 
they be administered except through the harsh 
curbing of freedom, for some men always resist 
the reduction of their liberties. 

Thus the scene of the tragedy of Liberty the 
world over must be suffering and discontent 
among the people. The drama moves swiftly in 
a torrent of words in which real purposes are 
disguised in portrayals of Utopia; idealism 
without realism; slogans, phrases and state- 
ments destructive to confidence in existing in- 
stitutions; demands for violent action against 
slowly curable ills; unfair representation that 
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Sporadic wickedness is the system itself; sear- 
ing prejudice against the former order ; dismay 
and panic in the economic organization which 
feeds on its own despair. Emotions rise above 
reason. The man on horseback, ascending 
triumphantly to office on the steps of consti- 
tutional processes, demands and threatens the 
parliament into the delegation of its sacred 
power. Then follows consolidation of authority 
through powerful propaganda in the pay of the 
state to transform the mentality of the people. 
Resentment of criticism, denunciation of all 
oppositions, moral terrorization, all follow in 
sequence. The last scene is the suppression of 
freedom. Liberty dies of the water from her 
own well — free speech — ^poisoned by untruth. 

In the Epilogue the dreams of those who saw 
Utopia are shattered and the people find they 
are marching backward toward the Middle 
Ages — ^as regimented men. 
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OUR AMERICAN HERITAGE 

It may be tiresome to impatient spirits, but 
in view of the forces moving both abroad and 
at home which threaten freedom, every Ameri- 
can may well spend a moment on the origins of 
his liberties, their development, their ideals, and 
their present vitality to solve our national prob- 
lems. 

The philosophy of Liberty had its beginnings 
when freedom of mind and spirit awoke from 
the Middle Ages in the Renaissance and the 
Reformation. It became positive in its expres- 
sion through our English forebears at Runny- 
mede, in the enactment of the habeas corpus, 
and in provision for control of taxation by 
elected representatives of the people. 

The migration of our forefathers to America 
was in refuge from the continued regimentation 
of men and men’s minds still frozen by classes, 
by feudalism, by the churches, and by govern- 
ments. Liberty was already implicit in their 
religious beliefs and their spiritual aspirations. 
Their purpose was to establish it in government. 
For the American Revolution was not alone a 
struggle for national independence. Our fore- 
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fathers were equally insistent that they were 
fighting for a new liberty of men. 

Their ideas were expressed currently, ‘‘that 
all men are created equal, that they are endowed 
by their Creator with certain unalienable 
Rights, that among these are Life, Liberty, and 
the pursuit of Happiness. That to secure these 
rights Governments are instituted among Men, 
deriving their just powers from the consent of 
the governed.” And they shocked the world by 
denial of the Divine Right of Kings. 

They refused to be satisfied with the Consti- 
tution until it more amply defined these un- 
alienable rights than by the implications of its 
text. They introduced in the first amendments 
a concrete definition of the guarantees of liberty 
for the individual by declaring among other 
things that there should be no governmental or 
any other interference in the freedom of wor- 
ship, of speech, of the press, of peaceable as- 
sembly, of petition, no invasion of the security 
of their persons, houses, papers, and effects 
against unreasonable searches and seizures, and 
then only by warrant of law. 

They insisted that a person accused of crime 
should have the right of speedy and public trial 
by an impartial jury; that he should be informed 
of the charge ; that he should have the right to 
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call witnesses and be assisted by counsel; that 
he should not be compelled in any criminal case 
to bear witness against himself ; that he should 
not be deprived of life, liberty, or property 
without due process of law, and that private 
property should not be taken for public use with- 
out just compensation. 

Later on in our history, after the Civil War, 
by further amendments these rights and im- 
munities were reinforced by freedom from slav- 
ery and by still further guarantees of equality 
before the law and in franchise. Later, by 
amendment, the franchise was extended to 
women. Thus our system is built not only upon 
declared rights and securities but upon an 
equality of these rights to all. 

In the field of government, the fathers, as 
the consequence of the philosophy of Liberty, 
devised a- mechanism of self-government under 
a charter of fundamental law designed for the 
sole purpose of protecting and defending this 
freedom. Our Federal Constitution was based 
upon the conception that the safeguard of free 
men rested upon explicit law; and that the law 
should spring from the expressed will of the 
majority of the people themselves. The unique 
feature of its framework was the independence 
of the executive, legislative, and judicial pow- 
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ers, the checks and balances between State and 
Federal authority which should guarantee and 
sustain these rights and liberties “to the end 
that it may be a government of laws and not of 
men.”^ They set up machinery for its amend- 
ment that would require time to stop, look, and 
listen in order that transient emotions might 
cool, in the expectation that, recalling its tran- 
scendent purpose, the people should be slow to 
abrogate their liberties. 

The purpose, the hope, and the prayer of the 
Founders of the Republic was “to form a more 
perfect Union, establish Justice, insure domes- 
tic Tranquillity, provide for the common de- 
fense, promote the general Welfare and se- 
cure the Blessings of Liberty to ourselves and 
our posterity.” They reinforced our frame of 
government by dual responsibility; on the one 
hand, through the Federal Government to main- 
tain our freedom among nations, and with its 
immense resources and power to protect our 
people in the event of failure of local govern- 
ment from internal sulfering or disorder. On 
the other hand, under guarantees from the Fed- 
eral Government, the States were to preserve in- 
dividual liberty through the responsibilities of 
local self-government. 

3^ As expressed m the Massachusetts Constitution, 
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Thus our American Republic was the first of 
the modern nations to place into the structure 
of government the whole social philosophy of 
Liberty, with its care for the worth and integ- 
rity of the individual, with its security of un- 
alienable human rights. Thereby came the eman- 
cipation of the lives and minds of American 
men and women into the mastery of their own 
destinies, for they were the masters of the 
state, not the state the master of men. There- 
by they gave the light of freedom to the whole 
New World and a workable system of govern- 
ment for its protection. Our fathers died will- 
ingly that we might come into this, the most 
stupendous inheritance men could bequeath to 
a race. 


CHAPTER III 


THE UTILITY AND IDEALS OF LIBERTY 

Ever since the woof of our form of govern- 
ment was woven into the warp of Liberty at the 
Revolution, we have been unceasing in our de- 
velopment of that Liberty until we have made 
an American System, rooted into our soil, in- 
grained into our lives. It differs in important 
ways from all the liberal systems of Europe. 
Therefore, I do not speak of British Liberalism, 
or French Liberalism. I do not speak of the 
Liberalism of the eighteenth century or the 
early Victorians. I speak of American Liberal- 
ism. It has always been a living creed, advanc- 
ing to meet the problems of our particular 
world. 

True American Liberalism is not a system of 
frozen procedures; its very nature is progres- 
sive, for its own processes stimulate growth. 
From the very stimulus which freedom gives to 
man we have created great problems rising 
from our expansion over a continent, from a 
forty times multiplied population, from the de- 
velopment of a huge industry and commerce 
and from defensive war. And growth and 
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changing scenes necessitate growth in the meth- 
ods of protection to liberty. 

Constant reform is an essential part of its 
process, not alone to sweep up the ever recur- 
ring tendency of strong groups to consolidate 
privilege, and of citizens to surrender their lib- 
erties for economic gains or hopes, but more 
importantly, because advancing thought, sci- 
ence, discovery, and invention are constantly 
imposing new surroundings upon us. Yet, until 
recently, in all of our continuous adjustments 
we have preserved the great individual rights 
with which men were endowed by the Creator. 
Nor have we receded from the Constitutional 
principle that not even government shall tres- 
pass upon them. 

Our American System has ever recognized 
that the borders between liberty and license, 
between free speech and slander, order and dis- 
order, enterprise and exploitation, private inter- 
est and public interest are difficult to define. But 
the domain of liberty can be defined by virtue, 
reason, by the common will, and by law. It can- 
not be defined by arbitrary power. 

American Liberty, through its enthronement 
of the individual, has proved over generations 
to have deep roots both in utility and in human 
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experience. We must examine here some very- 
practical questions, for upon them hinge great 
issues. 

Any society to be successful must secure the 
effort and initiative of its citizens. Otherwise 
it will stagnate or degenerate. To meet its needs 
and to advance its civilization it must encourage 
the impulses which motivate the individual to 
action and achievement. Therefore any work- 
able philosophy of society or framework of gov- 
ernment must take account of the raw materials 
of human nature, from which its motivations 
or human drives arise, if it would build for the 
betterment of the nation. 

If we examine the characteristics of human 
nature and human behavior we find they are 
mostly born in man and change but slowly. 
Without attempting to determine relative im- 
portance, we find that they comprise certain 
hereditary human instincts and certain acquired 
desires. 

There are such evil instincts and impulses as 
shiftlessness, envy, hate, malice, fear, over- 
pugnacity, greed, and will to destruction. These 
require no discussion except in terms of repres- 
sion. 

There are the selfish instincts and impulses 
of self-preservation, acquisitiveness, curiosity. 
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rivalry, ambition, desire for self-expression, for 
adulation, for power. 

There are the altruistic instincts of courage, 
love and fealty to family and to country; of pity, 
of kindness and generosity; of love of liberty 
and of justice; the desire to work and construct, 
for expression of creative faculties ; the impulse 
to serve the community and nation; and with 
these also hope, faith, and the mystical yearn- 
ings for spiritual things. 

All these instincts and qualities vary in pro- 
portion in every individual and their proportions 
are modified by intelligence, ability and physical 
vigor. They are further modified by education, 
by moral and spiritual training, by the vast 
fund of human experience, and the vast plant 
and equipment of civilization which we pass on 
with increments to each succeeding generation. 
From these instincts, impulses, desires, and 
characteristics come drive to action, initiative, 
leadership; production of hand and mind; co- 
operation ; the high development of thought and 
spirituality. From them come not alone the 
forces of progress but also all the injuries to 
freedom which range through oppression, 
crime, and injustice. 

But whatever their division among us, one 
thing can be stated in finality. Instincts, char- 
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acter, and the divine spark in the human soul 
are the property alone of the individual There 
can be no human thought, no impulse to action, 
which does not arise from the individual. A 
free people maintains as many potential centers 
of enterprise, leadership, and intellectual and 
spiritual progress as there are individuals. We 
might as well talk of abolishing the sun’s rays 
if we would secure our food, as to talk of 
abolishing individualism as a basis of success- 
ful society. 

Economic laws may be said to be the deduc- 
tion from human experience of the average re- 
sponse of these varied selfish or altruistic raw 
materials of the human animal when applied in 
the mass. These cannot be repealed by official 
fiat. It is precisely upon this rock of human 
behavior that the most perfect academic hopes 
and panaceas are wrecked. Those amateur 
sociologists who are misleading this nation by 
ignoring the biological foundations of human 
action are as far from common sense as an en- 
gineer who ignores physics in bridge building. 

economic equality can survive the working 
of biological inequalityj^This is a hard com- 
monplace truth, disap^inting as it may be to 
those who ride upon plans of Utopia. For at 
least the next several generations we dare not 
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wholly abandon self-interest as a component of 
motive forces to initiative, to enterprise, to 
leadership. 

Out of these complex and powerful instincts 
and impulses human experience over genera- 
tions has developed an economic system which 
we may define as one of private property, com- 
petitive production and distribution of goods 
and services in hope of a profit, the payment of 
differential wages and salaries based upon abili- 
ties and services, the savings of earnings and 
profits, the lending of them at interest through 
their investment in our productive plant. 

This system of rewards to stimulate the 
creative instincts and impulses which motivate 
men secures the application of all their infinitely 
varied energies. Therefrom comes the trans- 
formation of the products of nature and their 
distribution as the goods and services which pro- 
vide for the nation. It also secures the self-de- 
nial, thrift, and savings of a multitude of people 
which provide the productive capital from which 
we build our tools and equipment. 

'' Through competition we secure the most po- 
tent stimulant to improvement and progress. 
The manager’s restless pillow has done more to 
advance the practical arts than ail the legislation 
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Upon the statute books.y^Competition curbs ra- 
pacity and attempts at economic domination. 
Ours is a system of losses to the least intelligent 
producers as well as profits to the more intelli- 
gent, and while some individuals may at times 
profit unduly or may abuse Liberty, in the end 
it is the consumer that wins through the pro- 
duction of the plenty of goods and services. For 
he is the beneficiary of that increasing produc- 
tion at constantly lower costs which we require 
to reach our social objective — in constantly in- 
creasing standards of living. This system is 
greatly modified from the raw by the increasing 
knowledge of what constitutes self-interest, but 
more importantly by the ideals and standards 
vital to secure ordered liberty. 

It has in many ways become uniquely Ameri- 
can. From unprecedented invention and method 
we have developed low unit costs by mass pro- 
duction and by large scale operation. Mass pro- 
duction rests necessarily upon great accumula- 
tions of capital from a multitude of savings and 
it succeeds by arousing mass desire and mass 
consumption. In turn this can be reached only 
by low unit profit and increasing purchasing 
power through higher real wages and salaries. 

Overriding all economic details, it is certain 
that any hope of conducting this vast complex 



30 THE CHALLENGE TO LIBERTY 

of civilization and of assuring progress for the 
future must lie in the development of millions 
of individuals for leadership in every agency 
of life, great or small. Leadership cannot be 
discovered by birth, nor bred like queen bees, 
nor assured by the appointment of autocrats or 
bureaucrats. This immense necessity of society 
can be supplied only from a full recruiting, out 
of the whole mass of the people, through the 
sifting test of competition among free men and 
women. If there were no other reason, this is 
the justification of the competitive system, for 
without its constant renewal of leadership our 
increasingly complex civilization will cease 
properly to function. Moreover, in a broad way, 
the only individuals who can successfully con- 
duct these millions of organizations which we 
have created to carry on our daily life are those 
who have a self-interest in the results from them 
and have risen to leadership in them by their 
own worth. 

No civilization could be built to endure solely 
upon a groundwork of greed or even upon the 
enlightened self-interest of the individual. It is 
out of the altruistic and constructive impulses 
that the standards and the ideals of the nation 
are molded and sustained. 
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/ Our American System is not alone an eco- 
nomic method, a definition of rights, a scheme 
of representative government, an organization 
to maintain order and justice, a release of con- 
structive instincts and desires. It is far more 
than that, for it is a system of stimulation to 
higher standards, to higher aspirations and 
ideals. / 

While we have built a gigantic organized so- 
ciety upon the attainment of the individual, we 
should not have raised a brick of it but by the 
stimulation to self-restraint and by drawing 
upon those high aspirations of men and women 
expressed in their standards of truth and jus- 
tice and in their spiritual yearnings. 

These ideals are never wholly realized. Not 
a single human being personifies their complete 
realization. It is therefore not surprising that 
society, a collection of persons, a necessary 
maze of instincts of individuals, cannot realize 
its ideals wholly. 

We may well examine what some of these 
ideals are. /The first concern of the American 
System is for spiritual health and growth of 
men. It does not accept that the end and object 
of civilization or the pursuit of happiness lies in 
being well-fed or growing fat. It denies the 
economic concept of history, or that blind mate- 
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rialism can long engage the loyalties of man- 
kind. Its faith is that the divine spark, the 
ideals, the conscience, the courage, the patriot- 
ism, the heroism, and the humanism of men 
make human destiny. It holds that freedom is a 
prize to be sought for itself, for from it come 
the infinite satisfactions of the spirit, far more 
important than all the goods and gadgets of lif^ 
American Liberalism holds that moral ana 
spiritual advancement among men can come only 
through the freedom of individual conscience 
and opinion, and the responsibilities which 
of themselves come only in freedom. The very 
basis of freedom is justice, and our philoso- 
phy holds that justice extends further than pro- 
tection of legal rights ; that it extends into those 
fields of social relations which are outside the 
law; that every individual shall be given a fair 
chance — an equality of opportunity. It holds 
that there should be a just diffusion of national 
income which will give protection and security 
to those who have the will to work. 

/American Liberty denies that special privi- 
leges come to men by birth ; it denies the whole 
concept of frozen class and of class conflict, for 
these stratifications are barriers to the free spir- 
it and the free rise of the individual by his own 

effort. /' 

/ 
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The humanism of our system demands the 
protection of the suffering and the unfortunate. 
It places that prime responsibility upon the in- 
dividual for the welfare of his neighbor, but it 
insists also that in necessity the local commu- 
nity, the State government, and in the last resort, 
the National government shall give protection 
to them. But it also insists that the full exercise 
of this responsibility by every individual and 
institution is an essential of sustained Liberty. 

It holds that the very sustenance of Liberty 
and the hope of humanity is in co-operation. It 
holds that this co-operation may be promoted by 
government, but to Liberty co-operation is a 
concept of consent among free men, not the 
compulsion of regimented men. 

It holds that the other freedoms cannot be 
maintained if economic freedom be impaired — 
not alone because the most insidious mastery of 
men’s minds and lives is through economic 
domination, but because the maximum possible 
economic freedom is the most nearly universal 
field for release of the creative spirit of men. 
It has ever held that injury to others is an en- 
croachment upon Liberty; and that restraints 
as well as freedoms are the very rights of men. 
Therefore, in fashioning its economic system, 
it does not hold that there is a license of busi- 
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ness to exploit; on the contrary, it holds that 
economic oppression is servitude. The Ameri- 
can System holds equally that monopoly, group 
or class advantage, economic domination. Regi- 
mentation, Fascism, Socialism, Communism, or 
any other form of tyranny, small or great, are 
violations of the basis of Liberty. 

True Liberty requires that all claims to hu- 
man power must be subject to live criticism and 
the common judgment. The primary protec- 
tions of humanity from oppressions either by 
private action or by government are the lib- 
erties of expression and protest. Ours is the sole 
system which maintains within itself the forces 
of corrective antagonism to oppression of any 
kind whether they come from the “right” or the 
“left.” 

We may justifiably say that our system build- 
ed on Liberty stimulates those constructive in- 
stincts and aspirations through which men and 
women develop their individual capabilities to 
the maximum achievement; and that the sum 
of such achievements is far greater than that 
possible under any system which stultifies these 
desires and aspirations. Its essence is justice, 
self-restraint, obligation to fellowmen. Its prac- 
tice is a sensitive adjustment of conflicting 
rights and interests through a spirit of decency 
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and co-operation in human relationships, rein- 
forced by governmental restraints, to the end 
that men may enjoy equal opportunities. It has 
proved the broadest road and the surest to hu- 
man progress. 

y/Hardly twenty years ago we accepted our lib- 
erties as we accepted the air we breathed. We 
burned incense to those forefathers who died to 
win them for us and to those who devised a gov- 
ernment which assured them to us. We were 
so confident of the rightness of our ideals and 
our institutions that we would “make the world 
safe for democracy.” No man thought they lay 
endangered within his lifetime. Yet today men 
freely debate how much of these we will sur- 
render. f 



CHAPTER IV 


THE ACCOMPLISHMENTS OF THE 
AMERICAN SYSTEM 

Signor Mussolini states : “Today the Liberal 
faith must shut the doors of its deserted tem- 
ples, deserted because the peoples of the world 
realize that its worship — ^agnostic in the field of 
economics and indifferent in the field of politics 
and morals — will lead as it has already led to 
certain ruin.” We have many voices at home 
who are likewise informing us that we must 
change to some other faith. 

Before we depart from American Liberty 
and plunge into the alternatives urged upon us, 
we should pause to examine not only the charac- 
ter of its foundations, but its record of attain- 
ments, and the degree of its “ruin.” We must 
do this, although to mention accomplishments 
of the American System is in these days a peril- 
ous adventure, since little of it can be admitted 
and at the same time justify much of the cur- 
rent oratory. But there does remain a vast ma- 
jority of our people who are proud of our race, 
the great epic of its accomplishment and its stir- 
ring spiritual forces of progress. 

36 
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The strength of a social system for better- 
ment of humanity is to be measured not alone 
by its ideals, and by its practicability, but by its 
comparison with others and even more by its 
record of achievement. It is not to be measured 
by the arraignment of human weaknesses on its 
margins or by contrast with perfection, as valu- 
able as the dreams of beatitude truly are. And 
any appraisal of accomplishment concerns not 
material progress alone. More importantly, it 
comprises intellectual, moral, spiritual, and so- 
cial advancement. 

We need go back scarcely more than a single 
generation in this examination, and indeed, it 
is the last generation in national life that is the 
important period of test, for it is over the last 
generation and not previous generations nor a 
single year or five years, that the movement 
toward present decadence or progress becomes 
evident. 

For many years in practice of my profession 
and in public service I journeyed to other coun- 
tries. My occupation was not as a tourist but 
as one engaged intimately with those peoples, 
associated in their daily lives and problems, in 
contact with their social systems, their govern- 
ments, their thoughts, their hopes and their 
progress. In England, in Germany, in France, 
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in Italy, in Russia, in China, in India, in Latin 
America, and in Australia alike, the great mass 
of people viewed the progress and the liberty of 
America as an ideal. And to me every home- 
coming was an inspiration. I found again a 
greater kindliness, a greater neighborliness, a 
greater sense of individual responsibility, a les- 
ser poverty, a greater comfort and security of 
our people, a wider spread of education, a wider 
diffusion of the finer arts and appreciation of 
them, a greater freedom of spirit, a wider op- 
portunity for our children, and higher hopes of 
the future, than in any other country in the 
wojid. 

*"’'The American System has gone further to- 
ward solutions of economic security of the in- 
dividual than any other system of society^ Our 
diffusion of national income has its faults, but 
even English Liberalism has today double the 
proportion of the people under the real poverty 
line that we have. Fascism has made improve- 
ment in Italy, but at an immeasurable cost of 
human liberty, and its attainments are far be- 
low what the American System had already 
accomplished. And we stand in brilliant con- 
trast with the drab failure of the Socialist sys- 
tem of production as we see it at work in its 
great Socialist exemplar, Russia. 
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Statistics indicate only the bones of the social 
body but they do indicate its strength. If we 
were to compare the proportions in each thou- 
sand of our population with those of the most 
advanced nation of Europe, we would find some 
reassuring evidences of our strength. We have 
a third more of our children a longer time in the 
primary schools than has that country. We have 
proportionally three times as many in second- 
ary schools, we have over six times as many in 
institutions of higher learning. 

We have a far wider dififusion among the 
people of books, magazines, and newspapers 
than any other country. In proportion to our 
numbers we have developed ten times as many 
laboratories of scientific research and invention. 
Our application of scientific discovery has 
grown, at a pace far beyond that of any other 
nation. While it has increased our problems, yet 
with the increased productivity from it has come 
the enlargement of leisure and the extension of 
constructive recreation. We have come into a 
fuller life for all of the people, have given in- 
creasing scope to creative power and the expan- 
sion of every man’s mind. 

More than any other leading countrv we had 
advanced the realities of human justice — not 
alone in education but in a vast series of protec- 
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tions to children, to public health, to conditions 
of labor, and by regulations of business activi- 
ties — making firm the open door of opportunity. 

The humanness of our people and our sense 
of community responsibility had grown steadily. 
During the past generation we had more nearly 
met with a full hand a most sacred obligation 
of man, the responsibility of a man to his neigh- 
bor. Support to our schools, hospitals, and in- 
stitutions for the care of the afflicted had sur- 
passed in totals of billions the service in any 
period of history proportionate to any other na- 
tion in the world. Our provisions, through com- 
munity, local, state, and national government, 
for hospitalization, for care of those who had 
met misfortune, our care of orphans, the aged, 
the victims of storm, flood and drought, were 
nearing the full need. No finer spirit of a peo- 
ple can be found than has been shown by ours 
in the universal and untiring support of those 
in distress from the depression. 

We have gained enormously in the sense and 
method of co-operation and its moving spirit 
has had no parallel in any other race. Tens of 
thousands of associations meet in village and 
city for the advancement of economic, scientific, 
moral and social, professional and govern- 
mental ideas. Through their exchange of ideas, 
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their co-ordination of action, their lift in stand- 
ards and ideals, we had greatly developed in the 
highest area of government — ^that is, self-gov- 
ernment outside of formal government. 

Industry had made strides in understanding 
its public obligations and progress in the sense 
of trusteeship involved in the conduct of cor- 
porate life. That understanding has been on 
average higher than those of other peoples. We 
have heart-breaking violations, but we demand 
higher standards than other nations and we get 
more irritated and vocal when our standards 
are not met. Until lately there was profound 
improvement in the relation of the employer 
and the employed. Organized labor had won 
great advances. As a nation we had accepted 
the principle of collective bargaining and that 
the courts must not be used in its prevention. 
We had embraced the thesis that payment of 
the highest real wage was the most effective way 
to increased economic and social progress, and 
that industry had a definite obligation to its em- 
ployees outside of their wage. Labor had in the 
main rejected the foreign formulas of limita- 
tion of effort. The hours of labor had decreased 
successively, and the twelve-hour, the eleven- 
hour, the ten-hour, and nine-hour day had dis- 
appeared. Child labor had decreased by over 
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two-thirds in the twenty years before 1930. 

Our system of Liberty — ^through its stimula- 
tion of competitive individual effort, its crea- 
tion of enterprise, its development of skill, and 
its discoveries in science and invention which 
come from intellectual freedom — had secured 
the production of the greatest quantities of 
commodities and services and in the most infi- 
nite variety known in the history of man. We 
can say without qualification that the motiva- 
tion of production based on private initiative 
had proved the very mother of plenty. Thus 
the outstanding accomplishment of our eco- 
nomic system was that for the first time in the 
history of the world and almost alone among 
nations we produced not only plenty^ to supply 
the minimum needs of our whole population 
for food, clothing, shelter, the protections of 
government, intellectual development, and rec- 
reation, but a larger measure of comforts, 
/^he triumph of our degree of economy of 
plenty over an economy of scarcity represents 
the highest economic achievement of civiliza- 
tion. It has had visible demonstration in this 

i I prefer the term *^plenty” rather than a “surplus,” as the 
latter term becomes confused with isolated and temporary over- 
production. The “economy of scarcity” attributed to our system 
by some economists seems to be a play on words or a denial of 
obvious facts. Mr. Henry Ford hardly bases his operations upon 
creating a scarcity. 
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last generation. In this short period of one 
generation, and even before the recent boom, 
the number of our families, and therefore our 
homes, had increased by 9,000,000. In that 
time we had builded for them 15,000,000 new 
and better homes. In proportion to each hun- 
dred thousand of our people we had equipped 
four times as many homes with electricity as 
any other great nation; thereby we lifted infi- 
nite drudgery from women and men. / 

The barriers of time and space had been 
swept away. Life had been made freer, the in- 
tellectual vision of every individual had been 
expanded, by bringing to them, in proportion to 
our numbers, four times as many telephones, 
five times as many radios, and six times as 
many automobiles as any great nation of Eu- 
rope. Our cities had been made magnificent 
with beautiful buildings, parks, and play- 
grounds. Our countryside had been knit to- 
gether with splendid roads. We had increased 
by twelve times the use of electric power in in- 
dustry and thereby taken the sweat from the 
backs of men. In this great climb real wages 
and the purchasing power of men and women 
had steadily increased over the generation. 

Socially and despite all the theorists, we were 
steadily lessening any tendency of our people 
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toward social and economic class stratification 
until the recent stimulation of class feeling. If 
the Socialists, Communists, and other collectiv- 
ists would but compute the farm and home own- 
ers, the individual small business people, the 
insurance policyholders, the savings bank de- 
positors, the small investors, the stockholders, 
and the employees of secured position and fu- 
ture, they would find us without that dimension 
of “proletariat” upon which all their appeals 
to hate are based. By that term is meant the 
group in poverty without hope for other than 
a lifelong sordid grind for bare existence, and 
without hope for the betterment of their chil- 
dren. Outside of the transitory paralysis of the 
Great Depression, that group has steadily de- 
creased. 

In the field of government I believe that any 
careful student will agree that during this gen- 
eration the efficiency and integrity of public 
administration, whether national, state, or mu- 
nicipal, had sensibly improved despite some bad 
exhibits. Our unique American national habit 
of washing our dirty government linen in pub- 
lic, a habit itself an indication of moral virility, 
tends to obscure the fact that even our weakest 
spot in government, the municipalities, had 
markedly improved over a generation. 
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This showing of a single American genera- 
tion, after many other generations of steady im- 
provement in human living, this advance of 
comfort and intellectual life, inspiration and 
ideals, did not arise without right principles 
animating the American System which pro- 
duced them. 

But above all other accomplishments our sys- 
tem was constant in asserting the rights of men 
against government and domestic tyranny, for 
ours was a vigorous and vocal opponent of hu- 
man wrongs. Outstanding, undimmed and chal- 
lenging, it was the hope of opportunity and 
freedom for men and women. 

Five years ago there came the earthquake 
of world-wide depression from world-wide 
causes. Business men and farmers suffered bit- 
ter distress. Three to four million families lost 
the earnings of their breadwinners, poverty 
stalked in the land as we had not known it since 
the like aftermath of the Civil War. 

In view of the character of the storm, the 
nation may thank God that twenty-one millions 
of families still had their living. It is one of the 
greatest testimonies to the staunchness of the 
structure of American Liberty that immediate- 
ly upon this disaster the country was organized 
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and giving unfailing food and shelter to those 
in distress, supplied through the idealism of the 
nation which accepted its responsibilities and 
through the sacrifice of those who were kept 
at work. Manfully the nation was adjusting the 
strains of the depression and was accomplish- 
ing it without strikes and without social clash. 

And it might be observed through it all that 
the structure which was builded over these years 
was not so much in “ruins” that it did not pro- 
duce more goods than bureaucracy could toler- 
ate, that some 30,000,000 children continued to 
attend school in the “ruins”; that millions of 
people continued to find spiritual inspiration in 
churches still standing in the “ruins” ; that other 
millions daily attended games, theatres, and rec- 
reations in the “ruins”; and that 23,000,000 
automobiles were running about in our “ruins” 
at ever increasing speeds. 

The depression brought vividly to the surface 
many failures in American life, many weak- 
nesses latent in the organization of the system, 
many wickednesses and abuses of Liberty. Some 
of them are far deeper than the depression. We 
witnessed tragedy after tragedy to American 
aspirations and ideals. Abuses of Liberty 
through betrayal of trust or through economic 
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domination, whether they be called “unfair com- 
petition,” special privilege, monopoly, exploita- 
tion, vicious speculation, or the use of property 
to oppress others, are all sins against the whole 
system and ideals of Liberty. Thoughtful men 
had long warned of these weaknesses, but the 
American people are slow to move by an ab- 
straction. Here indeed has been the battle- 
ground of Liberty against oppression ever since 
the beginning of the Industrial Age. Upon our 
conceptions of duty, our courage, and our abili- 
ties will Liberty survive. 

In the confusion of striving to overcome the 
depression, and the multitude of social and eco- 
nomic problems born of our progress and a 
wider vision of human betterment, the Ameri- 
can System of Liberty has been challenged and 
the cry has gone up that these problems cannot 
be solved within its own philosophy, and within 
a frame of government which cannot itself in- 
fringe upon Liberty. Here is indeed its real test. 

I shall deal later with the questions of the 
abuse of Liberty and the vitality and the ca- 
pacity of the true American System to over- 
come these dangers, but before doing so I shall 
discuss the alternative systems which are of- 
fered to us./Por “eternal vigilance” is today 
not alone a fight against the growth of eco- 
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nomic oppressions within our walls but the in- 
vasion of these other systems from without, f 

The American people have been greatly dis- 
couraged these last four years and in the pres- 
ence of immediate difficulties have sometimes 
forgotten the grandeur of our accomplishments, 
the genius of our people, and the future prom- 
ise of our national life. 

Our present difficulties — ^great as they are — 
do not justify the assumption that a system of 
life builded on such sacrifice over a century and 
a half with such a record of achievement should 
be discarded or crippled, or that the philosophy 
of Liberty is all wrong, or even that we “must 
sacrifice some of our liberties.” For this period 
is no more typical of the American System than 
all the other aftermaths of war in the previous 
century or than all the other bubbles of crazy 
inflation in history. 

It is not as if this were a mere machine that 
we are contemplating — for, mind you, in 
America we are dealing with one of the last 
few strongholds of human freedom. Its liber- 
ties did not come to us as a gift — ^they were 
bought by the blood of men who fought for 
them. 



CHAPTER V 


ALTERNATIVE PHILOSOPHIES OF SOCIETY 
AND GOVERNMENT 

We may briefly examine the other social phi- 
losophies which are today offered as a chal- 
lenge to our American System. Those which 
rise to importance in discussion are Socialism, 
Communism, Fascism, Naziism, and National 
Regimentation. They all have in common the 
idea of the servitude of the individual to the 
state, and the denial of liberties unassailable by 
the state. 

There are other systems which have arisen in 
the past, theocracy, patriarchy, oligarchy, au- 
tocracy, despotism, monarchy, feudalism. They 
likewise held to this common idea that men are 
the servants and pawns of the state, and most 
of them sheltered their omnipotence over hu- 
man rights in the claim of Divine Right. Some 
of these old systems still linger in places in the 
world, but they have no present importance to 
us except as laboratory records of human expe- 
rience. 

It is rather a remarkable fact that while the 
alternative systems of society which are pro- 
posed to us have organized exponents who ex- 
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pound their philosophy, their ideals, their pat- 
terns, their methods, their promises, and their 
superiorities, we have little definite exposition 
o£ the philosophy, purpose, attainments, and the 1 

objectives of true American Liberalism. 

A primary difficulty in any discussion of so- 
cial philosophies is a definition of words and 
terms. They are not often defined alike by ' 

friends and foes or even among friends. That 
is perhaps natural, for each contains many ideas 
and consequences which can be given different 
weights in expounding their ideologies. There 
is also a large element of “slogan” and oppro- > 

brium in their use. The exponents of each as- 
sign most of the beatitudes to their system and 
all the failures of humanity to the others. We j 

may, however, so far as they are available, f 

adopt the definitions of proponents. ‘ ■ 

Before I proceed to discuss these alternate ; 

philosophies of society and government I shall, I 

in order to clear some underbrush, take a mo- | 

ment to discuss one of the older economic sys- 
tems, the ghost of which seems to walk the 'i 

minds of some of our contemporary essayists. ; 

That is laisses faire. 

This old economic theory of the French 
Physiocrats of the eighteenth century and of 
its exponent in modified form, Adam Smith, 
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has been lately revived as a vivid slogan, mostly 
for political defamation. It is the theory of eco- 
nomic “let do,” “go as you please,” or “let na- 
ture rule,” and is defined in academic terms as, 
“The doctrine that the business man should be 
allowed to go his own way while the govern- 
ment’s only duty is to give him protection and 
perform a few general services, preserve peace, 
and punish crime.” This was originally thought 
to be the essential component of all forms of 
individualism. It may thrive as an economic 
or social philosophy in some country today, but 
it has been dead in America for generations — 
except in books of economic history. It is now, 
however, trotted out and forms a comforting 
political invective for use by a long list of col- 
lectivist writers who infer that it dominated 
and directed the policies of the United States 
up to some recent date, when it was suddenly 
vanquished — ^and abandoned. 

Another term associated by some with laisses 
faire is “Capitalism,” This again is a term of 
indefinite meaning depending upon who uses it. 
It is employed by the enemies of the American 
system for purposes of slur. 

The American economic system is hardly one 
of “let do” or “go as you please.” Ever since 
the Industrial Age began we have devised and 
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enforced thousands of regulations in prevention 
of economic domination or abuse of our liberties 
through the growing instruments of business. 
Furthermore, the sense of public responsibility 
for the general welfare has successively pro- 
duced public education, public health, public 
works, public stimulation of scientific research, 
and in 1929 for the first time embraced the re- 
sponsibility for public action in the battle 
against depression. This is hardly hisses faire. 

If our economic system was abandoned at 
some recent date, as some persons purport, then 
we must face the only alternatives — ^the conse- 
quences of one or the others of Regimentation, 
Fascism, Socialism or Communism. If its mar- 
ginal weaknesses are to be reformed, as they 
constantly must be, then that is neither revolu- 
tion, nor abandonment. 

Some twelve years ago in the essay referred 
to before I expressed this view: 

Individualism cannot be maintained as the 
foundation of a society if it looks to only le- 
galistic justice based upon contracts, prop- 
erty, and political equality. Such legalistic 
safeguards are themselves not enough. In 
our individualism we have long since aban- 
doned the hisses faire of the eighteenth cen- 
tury — ^the notion that it is “every man for 
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himself and the devil take the hindmost.” 
We abandoned that when we adopted the 
ideal of equality of opportunity — ^the fair 
chance of Abraham Lincoln. We have con- 
firmed its abandonment in terms of legisla- 
tion, of social and economic justice — ^in part 
because we have learned that social injustice is 
the destruction of justice itself. We have 
learned that the impulse to production can 
only be maintained at a high pitch if there is 
a fair division of the product. We have also 
learned that fair division can only be obtained 
by certain restrictions on the strong and the 
dominant.^ 

I have not, in the period of twelve years since, 
heard this idea disputed by any economist, so- 
ciologist, business man, politician, or statesman. 
There may be some reactionary souls who still 
yearn for laisses faire. But the lack of objec- 
tion to the above statement might indicate that 
it has no passionate party in its support. It had 
passed out of living and thought but has since 
been reborn in the past twelve months only as a 
dishonest polemic, as a straw man, set up to 
be knocked down. 

Every decent American and every sincere de- 
fender of the accomplishments of our people 
and the inherent soundness of their character 

1 American Individualism (Doubleday Page, New York, 1922), 

pp. 
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and beliefs resents the charge that every wick- 
edness in high place is because of our devotion 
to hisses faire. These horrid examples quot- 
ed to us daily are mostly violations of simple 
honesty or actions through the loopholes of law 
and the Ten Commandments and are not the 
bases of our economic or social system. If they 
were we should have perished some generations 
ago. 

While discussing defamation of economic or 
social ideas, I might also spend a few lines upon 
the term “rugged individualism.” This term is 
lately clothed in false habiliments of heartless 
disregard of public welfare and daily demol- 
ished with hot invective. Yet to maintain the 
varied individuality and personality of men and 
women is one of the assurances of progress. 
We have predicated our entire educational sys- 
tem and our entire social advancement upon the 
development of the special qualities of individu- 
als, their personality and character. While I can 
make no claim for having introduced the term 
“rugged individualism,” I should be proud to 
have invented it. It has been used by American 
leaders for over a half-century in eulogy of those 
God-fearing men and women of honesty whose 
stamina and character and fearless assertion of 
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rights led them to make their own way in life. 
It is they who have borne the burdens and given 
leadership in their communities, ,'kugged indi- 
vidualism is indeed a distinguishing and en- 
during quality ever found among Americans. It 
gives lifeblood to such basic principles as free- 
dom of speech, conscience, press, and equality 
before the law, regardless of race or religion. It 
contributes to the saving of our souls and char- 
acter “from the deadening pressure of conform- 
ity and false ideals.” 


Socialism 

Socialism has many definitions. One author- 
itative statement of it is as follows: 

The chief principles of Socialism may per- 
haps be reduced to these : 

/ “i. The abolition of the rights of private 
ownership in the means of production (nat- 
ural resources and capital) with retention of 
private property in articles of personal use; 
this implies state ownership of the means of 
production. 

“2. The administration of the means of 
production collectively by the state through a 
democratic political organization. 

“3. The abolition of the wage system as it 
is at present constituted; and the substitution 
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for ours of another scheme for the appor- 
tionment of income.”® 

The long-time slogan of the British Social- 
ists was “Government ownership and operation 
of all the agencies of production, distribution, 
and exchange.” 

Other less frank groups, parading the cloak 
of Liberalism, take variously milder positions 
advocating government ownership and opera- 
tion of less extensive economic areas, and by 
the moderation of their demands some of them 
honestly do not believe themselves to be, and 
would even deny they are. Socialists. 

/ Except the Communists, few of the modern 
Socialists advocate violence, but seek to attain 
their goal by working through the established 
agencies of government, thus gradually push- 
ing the nation into their path, inch by inch. 
They realize that any step taken by government 
into ownership and operation of no matter how 
small a segment of an industry will be followed 
rapidly by other steps. For they know that, 
through the insatiable appetite of bureaucracy 
to enlarge itself, and the ability of government 
to disorganize the adequate service of compet- 
ing private enterprise, there will grow apparent 

^Amencm Economic Life, Ttigwett, Mmiroe, and Stryker 
(Harcotart Brace, New York, 1930), p. 685, 
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justification for the spread of the Socialist sys- 
tem. They anticipate also that the owners of 
private enterprise, trying to compete with such 
I tyranny in government (for which the taxpayer 

stands the losses), will often enough in despair 
become willing or even anxious to join in advo- 
cating government purchase to protect their 
savings. This is probably true. The greatest 
chance of Socialism is not the agitation of im- 
mature academic minds, nor the violent Com- 
; munists. It is that even a moderate adoption 

of government operation will so destroy con- 
5 fidence and so drive the economic system into 

I disorganization that the harassed business men, 

I desiring to save something, will align themselves 

j in advocating government purchase, or that in 

■ face of chaos the people will turn more and 

5 more to economic “action.”, ‘ 

\ ! True American Liberalism utterly denies the 

j whole creed of Socialism. The disguised or 

I open objective of S ocialism is e qualit y in imome, 

; wages or econoini c rewa rds.^ The t enet of equd- 

ity in true Liberali sm is a tenet of equality in 
birth, equally before the lawj^and eq uality of 
op portunity as disti nguish ed from equ alit y ji£— 
rew ard for se rvic es..yT rue Liberalism insists 
i that to equalize rewards and possession of ma- 

terial things robs the individual of free imagi- 
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nation, inventiveness, risk, adventure, and indi- 
vidual attainment, development of personality, 
and independence from a monotony that would 
sentence the soul to imprisonment. It denies the 
Socialist contention that men will be more free 
when compelled to work under, and to work for, 
only one employer — ^the government. / 

./ It is important here to repeat that Libert y de- 
nies that the materials of life adequate to meet 
the needs of society can be obtained wit houtTe- 
ward proportionate to ability and service. It 
rejects the theory that men will strive to the ut- 
mdsf'and will deny themselves from enjoying 
imme diately t he whole of the daily income un- 
less they hayj confidence in the protectionqof 
the^ honestly acquired s avings , j,nd t hus may 
protect themselves and their children by their 
0^ means Tand possessions against aj'ainyjday;^ 
It holds that ample lea dershi p and improve men t 
cannot be found except by competition, that it 
cannot be found under the bushel o f go vern- 
mental bureauc rac y. It denies that politici ans 
can manage the economic system_as well_as the 
peopIe”who have risen in it and whose hopes 
and security of living rest in advancing it. _ 
The American System can point not only to 
theoiy but to practice. We have already seen our 
government try to operate railroads and ships. 
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We know the results. The Socialists are fond 
of eulogizing- the postoffice as a great example 
of successful Socialism, That the government 
should control the mails for reasons of confi- 
dence is not denied, but that private enterprise 
could collect and deliver the mail for three-quar- 
ters of the present cost is obvious to anyone 
competent to study the subject/' One thing is a 
certainty: that if all industry, through the in- 
escapable play of political and bureaucratic ac- 
tion, were reduced to the efficiency of the post- 
office, we should fail within a few years to pro- 
duce sufficient to feed, clothe, and care for our 

arguments are limited to the workabil- 
ity and utility of the Socialist system. There is 
a much larger aspect. The Socialists claim they 
would maintain democratic institutions and all 
other freedoms except economic freedom. Dem- 
ocratic institutions would not last long. Pro- 
ducing economic equality by regime nting of the 
whole popuMon go vernm ent employees 
s'carcely'" assures the^election of an independent' 
legislative body or any other indeDendent--offi=» 
cial. Nor can such administration be conducted 
Hunng the existence of legislative bodies, with 
all their inevitable interferences, with all their 
necessary sectionalism, party criticism, and their 


peopW 

These 
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perennial pull and haul for advancement of in- 
dividual constituents. Legislative bodies can- 
not exist if they delegate their auth^lty to any 
dictator, but "without such delegation eveTy 
member of these bodies in such a scene is im- 
pelled by the interest of his constituents con- 
stantly to seek privilege and to interfere in the 
administering of economic agencies. 

For Socialism to maintain its hold against 
those who still aspire to liberty every guaranty 
of freedom — free speech, free press, assembly 
or a free legislative body, a free judiciary — 
ultimately must be suppressed. In order to give 
Socialism a fighting chance the whole structure 
of our government — constitution, courts, legis- 
lative and executive arms — ^must first be merged 
under despotism. While I shall deal with these 
effects more fully later on, I may mention here 
that the attempt to foist Socialism onto demo- 
cratic institutions was a large part of the cause 
of the collapse of these institutions in Italy, 
Germany, Austria, Poland, and in other places, 
with the inevitable leap of dictatorship to their 
place./ 

And I may add a word to that group of peo- 
ple in and out of government who are playing 
with Socialist fire without expecting it really 
to burn. /'The penetration of Socialist methods 
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even to a partial degree will demoralize the eco- 
nomic system, the legislative bodies, and in fact 
the whole system of ordered Liberty. No peo- 
ple will for long permit demoralization. In the 
United States the reaction from such chaos will 
not be more Socialism but will be toward Fas- 
cism. That inevitability is not only establishable 
from internal study of the forces in the United 
States but it has been the invariable turn in for- 
eign countries where there is a considerable 
economic middle class. And this group is pro- 
portionately larger in the United States than in 
any other country in the world. The path of 
Socialism leads straight to its own downfall to- 
gether with the pillars of Liberty.^ 


Communism 

Co mmunism is me rely the imposition of _So- 
ciali sm all at once by violenc e, and Bolshevism 
is the insistence that the JProktoiat shall ad-_ 
minister such_ impositiOT. It is difficult to find 
positive definitions of Communism among its 
friends. They are mostly involved in polemics 
against other systems. A few partial definitions 
are; 

y^The basis of Communist society must be 
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the social ownership of the means of produc- 
tion and exchange.® 

Communists everywhere support every 
revolutionary movement against extant so- 
cial and political conditions.^ 

Bolshevism is the revolutionary, Marxist 
movement in the Russian and international 
labor movement. . . 

Fortunately or unfortunately for the world, 
we are able to observe Communism — that is 
Socialism — ^in its full form at work in a whole 
nation. With seventeen years of record in Rus- 
sia we are no longer dependent upon combating 
a theory of Utopia. We can see it in practice. 
One of the favorite phrases and constant pre- 
occupations of Communism is “Economic Plan- 
ning.” As to the results of this practical Social- 
ism in action I may well quote an able social 
observer, who states his prior open-mindedness 
toward this experiment.® 

Surely the time has come for the intellec- 
tuals, the liberals and the radicals of the 
world to speak out about this new slavery, 

® Bukharin, The ABC of Commimmn, Conimtinist Party of 
Great Britain, London, 1922, p. 70* 

4 Engels, The Communist Manifesto, Internationa! Publishers, 
New York, 1930, p. 319 and p. 68. 

^ Small Somet Encyclopcedia, Moscow, Vo!. I, p. 791. 

6 Will Durant, The Tragedy of Russia^ Simon and Schusteta 
pp. iSO-54- 
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to call it clearly and bluntly what it is. For it 
can no longer be doubted that in this dicta- 
torship of politicians is to be found every 
abuse which liberals and radicals have de- 
nounced in their own societies for genera- 
tions. . . . the Soviet has allowed its people 
to starve by the thousands. ... It has choked 
all competition, and made itself a monopoly 
of monopolies; it has restored serfdom, con- 
scription of labor, and indentured servitude 
among a people that had recently liberated it- 
self by revolution and civil war, from these 
feudal chains ; ... it has kept wages low and 
labor intense, and has made democracy in the 
factory only a sham ; it has herded and regi- 
mented its people like cattle. It has pitilessly 
industrialized its women under the pretense 
of emancipating them; it has crowded the 
population into dingy quarters, and offered 
every discouragement to the creation of 
homes It has stifled the growth of de- 

mocracy, and has centralized power into a dic- 
tatorship of fanatics and machines; it has 
waged a class war against peasants, trades- 
men, and mental workers ; . . . there is no op- 
portunity for the expression of the public 
will; ... it has oppressed with unsurpassed 
barbarity men and women guilty of no other 
crime than the prosperity attendant upon en- 
terprise, industry, intelligence and thrift; it 
has refused the rights of habeas corpus, of 
trial by jury, of equality before the law; it 
has sent its secret police into a million homes ; 
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... it has terrorized the public with marching 
armies, secret police, merciless penalties, and 
a million spies. It has deported or shot hun- 
dreds of thousands of men and women solely 
for political heresy and non-conformance. 
... It has subjected to censorship every 
drama and every book, even every opera; it 
has prostituted the press, the radio and the 
stage ... It has suppressed all freedom of 
speech or assembly, and in effect has raised 
a thousand obstacles against the freedom of 
worship and belief . . . Slayeryj ba rbarism 
and desolation — ^these fundamentally, despite 
alKousand minor virtues, is what Russia is 
today, j 

Here we see applied Socialism in a country 
larger and even more varied in its natural re- 
sources than the United States, where by ex- 
tinguishing all self-interest and all freedom it 
has not been able to secure enough production 
to feed its people. The standard of living to the 
whole population (except the officials and sol- 
diers) is much lower than that of our people 
who are today on relief. Liberty is dead. 

Whatever the maladjustments in the Ameri- 
can System may be, it has been the very mother 
of plenty in production. It s eem s therefore in- 
advisable to adopt systems wWch althwgh they 
promise equality in distribution fail to produce 
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the coramc^ities to distribute^ But the other 
evils of Cortmmnism are far greater than the 
material ones. Freedom of men’s minds and 
souls is more precious to the future of humanity 
than even the jam on their bread — ^which neither 
Socialism nor Commimism will produce. 


Fascism 

This theory rose to power under Premier 
Mussolini in the economic depression of 1922 
when the Italian State was not only suffering 
from the post-war world-wide economic dislo- 
cation, but its dislocation was being greatly in- 
creased by Socialist and Communist activi- 
ties. 

Immediately upon Signor Mussolini’s ap- 
'pointment as Premier he requested Parliament 
to “vote him full powers,” stating “whoever 
stands against the government will be punished. 
. . . The nation is waiting. We will not give it 
words but deeds.” The powers were voted. 
Parliament has met periodically since but has 
confined itself to confirming executive orders 
and decrees and has now voted its own final 
dissolution — ^with cheers. / 

In order that there can be no doubt as to its 
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antithesis to Liberalism, we may well accept 
Premier Mussolini’s definition of Fascism:’ 

/ . . . Fascism combats the whole complex 
^ of democratic ideology and repudiates it. . . . 
Fascism denies that the majority by the sim- 
ple fact that it is a majority can direct hu- 
man society, it denies that numbers alone can 
govern by means of periodical consultation. 
. . . Fascism denies in democracy the absurd 
conventional untruth of political equality . . . 
and the myth of “happiness” and indefinite 
progress. . . . Fascism has taken up an atti- 
tude of complete opposition to the doctrines 
of Liberalism born in the political field and 
the field of economics. ... let it be pointed 
out that all political hopes of the present day 
are anti-Liberal. . . . 

Granted that the nineteenth century was 
the century of Socialism, of Liberalism, and 
of Democracy . . . it may rather be expected 
that this will be a century of authority, a 
century of the left, a century of Fascism; for 
if the nineteenth century was a century of in- 
dividualism (Liberalism always signifying 
individualism) it may be expected that this 
will be the century of collectivism, and hence 
the century of the state. . . . 

The Fascist state is an embodied will to 
power and government; the Roman tradition 
is here an ideal of force in action. . . . this 

^ Enciclopedia lialiam^ VoL 14. Translatioii of the PoUHcal 
Quarterly, London. 
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fact explains many aspects of the practical 
working of the regime, the character of many 
forces in the state, and the necessarily severe 
measures that must be taken against those 
who would oppose this spontaneous and inevi- 
table movement of Italy in the twentieth cen- 
tury, and would oppose it by recalling the out- 
worn ideology of the nineteenth century — 
repudiated wheresoever there has been the 
courage to undertake great experiments of 
social and political transformation. ... If 
every age has its own characteristic doctrine, 
there are a thousand signs that point to 
Fascism as the characteristic doctrine of our 
time, r 
/ 

The political organkation of Italy today is a 
complete dictatorsf^ supported by one political 
p arty to the forciWe exclusion of all oth^s. In 
respect to the Constitution, Premier Mussolini 
realistically stated: “We are not dealing with 
archeology but politics.” The entire org anism 
of l ocal self-government has been abolished. 
The social organization of Fascism is a recog- 
nition of class distinctions and class conflicts 
with compulsory adjustments to secure “class 
co-operation.” Fascis m, as distinguished from 
So cialis m, pre^ryes private property and en^ 
terprise as implements of bur eaucrac y. 

'M? pfesent'economic^ )rganization of Fas- 
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cism is based on the “Corporate State,” the ne- 
cessity for which is stated to be “Economic 
Planning.” The Italian word Corporasioni 
currently translated as “corporation” is mis- 
leading, as its import is not our business cor- 
poration; it is mor e ne arly that of the old Eng- 
lisF “guild.” In more modern expression^ which 
again’ in American terms is not quite precise, 
Ae system is based upon the creation sepa rately 
of Fascist “labor unions” and Fascist “trade 
ass ociati ons” in each industry or call ing , w hose 
"authority through committees and adnnni^ra- 
tor^is binding upon all those engaged, in t hat 
Thdusi^y or calling, even tl^ough t^ actual 
membership of^ tfie_ Association b;e as_ smal l as 
IQ per cent . These associations or code au- 
thorities are juridical persons and have right s 
hot only over their members but oveF all those 
v^o are in the categories which they cover. AU 
officer s are selected from Fascists. The plan 
is “co-operative” to the escf^t that coercion 
from the top produces “voluntary” action. The 
free labor unions and fraternal ass ociatio ns 
have b^n suppr esse d, and the right to strike 
aiS to l ockout has been r^laced % compulsory 
determination^ by labor cotiits.^ ~ ””” " 

These associations are directed and regulated 
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by the appointed Minister of Corporations, 
with an advisory and co-ordinating body called 
the National Council of Corporations, compris- 
ing some representatives of the associations as 
well as of the state. The associations have au- 
thority to enfOTce regulations or codes which 
have^en a pprove d 1^ the P rem ier "of ^Minister 
as to the quo tas of p roduiction, the H^^of capital, 
expansi on of plant , of wage s, and conditions of 
labor, of _prices, and of dist ribu tion, and they 
are e nforced upon all those engaged in these 
callings or i ndustrie s through fines, imprison- 
ment, or de privation ofjhe right to do business. 
This applies as well to what the farmer _^may 
plant as to what thejfactory may produce and 
t^the way the product of either can be dis- 
posed of. 

"TThe associations are required to engage in 
moral and political propaganda as well as eco- 
nomic direction. To use a Fascist phrase, they 
are an “instrument of economic perfection” for 
their members.yOne of the constantly reiter- 
ated primary purposes of this whole economic 
organism is to bring about “National Planning” 
— which is frankly interpreted to mean govern- ^ 
mental dictation^of^c onom ic l ife. To use again 
a~¥hscisfphr^e, “The National Council disci- 
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pHnes the interests of the categories with a view 
to national prosperity.”® 

/ The whole openly represents a r egimented 
economy dictated by gOT ernm ent through bi> 
reaucra^y. The Italian le^rs frankly and real- 
istically state that si^h is the case and tlmt h is 
incompatible with and unworkable in a liberd 
state, because its operation necessitates the sac- 
rifice to the state offundamental rights of per- 
sonal liberty. As independent legislative action, 
investigation, free speech, free press, free as- 
sembly, free elections — every form of political 
life except Fascism — ^have all been forbidden 
and rigorously suppressed by imprisonment and 
banishment, it is natural to conclude that Fas- 
cist experience has demonstrated what our de- 
ductions must be, that such an or ganizat ion of 
s ociety c an on^ beheld and ad minister ed ^ 
the extinction of th e agencies of criticism and_ 
correction, and by the des tructio n of piersonal 
liberties through suppre^ion and terroriz ation. 
/ It may be observed that despite the fact that 
the dictatorship with this philosophy of regi- 
mentation and of “National Planning” has been 
in action for over ten years, it has not been able 
to ward ofif the same forces of economic disor- 
ganization as we have had to meet in the United 

8 Giuseppe Bottai, Minister of Fascist Corporations, 1931. 
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States. From 1929 to 1933 in Italy wholesale 
prices, agricultural prices, exports and imports, 
and real wages have been almost identical in 
their proportional decline with those of the 
United States. Likewise, unemployment has 
been a great and increasing burden upon the 
people. Having dictatorial powers, the Italian 
government summarily suppressed the circula- 
tion of alarming statements which might cause 
runs upon banks, and to that extent it avoided , 
some of our difficulties. But large measures of 
support to the financial system were required. 
The banks were compelled to support the stock 
market, and government credit was furnished to 
them for the purpose. In the acute period of 
1931, and again in 1933, the banks, becoming 
overloaded with securities, had to be relieved by 
governmental action, and a series of new and 
supplemental credit agencies had to be created 
by the government to prevent financial collapse. ^ 
In reckoning what are the values and necessi- 
ties of this system to Italy in preference to Lib- 
eralism, we must recognize that the concept of 
Ljber^ h ad never been s^ongly d evelop ed in 
the Ital ian people. The extent of poverty class 
s fratification, illiteracy, sectionalism,'” the tra- 
dition o_f the Irn pe rJal !l^man S tate with its 
autocratic principle, the comparative recency 
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of its liberal tradition, had prevented mt^h o^ 
the penetrative vaiue^ of Liber alisn L The stan- 
dards of living, the diffusion Of jvealth, the de- 
velogment of welfare act iviti es for tl^ p eople 
as a whole, and restraints upon industrial op- 
pression were far behind those o f the United 
States. Apparently the economic condition of 
many of the people of Italy has been i mproved. 
It rniust be borne in mind, however, that t hey 
started from a level below and still remain far 
below American standards. 

Moreover, after the war the difficulties of the 
Italian State were greatly increased by Social- 
ism and Communism and the failure Of any 
party unity. But as to whether the “emergency” 
was as great as represented, we have only the 
protagonists’ view,|and necessarily the rise of 
most dictatorship in history has justified itself 
upon saving the country in “emergency.’V 
Whether the Italian State would have equally 
overcome its difficulties had it renounced So- 
cialism and Communism and continued under 
Liberal forms, or whether, in the high view, it 
has not lost more through sacrifice of freedom 
than it has gained from regimented economic 
life, is not the purpose of this inquiry. What 
we are interested in is whether Fascism is better 
for us. And in this we know of it mostly 
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through its proponents, because of the suppres- 
sion of criticism from within and of free in- 
vestigation from without. 

/ Even upon this evidence there is not nor ever 
has been the remotest social, economic, or gov- 
ernmental reason for our adopting it, or enter- 
ing upon a slide toward it, for that accelerates 
with every step. Fascism is the flat contradiction 
of the Declaration of In dep en^nce, the_Biii_of 
Rights, the_^Libe£a^ insistence that progress 
moves in freedom with the help of doubt and 
criticism. It means the destruction of self jfov- 
ernment and all checks upon incompetent or 
rutffless tyranny. Americans, unfamiliar with 
Italy today, do not know how safe a thing 
Liberty is both for soul and body. 


Naziism 

! The rise of Chancellor Hitler and the Na- 
tional Socialist Party mark, as did Fascism in 
Italy, the revolt of the middle class. In Ger- 
many the impulses s prang from re^ntment at 
thelerms of th e treat ies, the miseries of war 
and inflation, the detestation of financial ex- 
ploitation which arose particularly out of infla- 
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Spite its name, Herr Hitler’s party is vi olently 
anti-socialistic. It is not only exteemely riation- 
'allstic but extends its vision beyond nationa^ 
borders to ext reme rac ialis m, from which aris^ 
the inhumane persecutio n of the Jews. 

Herr Hitler rose to power by constitutional 
steps, but within sixty days the Reichstag, upon 
demand, voted practically unlimited power to 
the Chancellor and in effect abandoned all legis- 
lative responsibiIity./Most of the processes have 
followed the Fascist pattern — ^the unlirmted 
dirtatorship, the terrorization, the supp ressio n 
of all local self-government, the emphasis on 
cjass differ entia tion, the forcible abolition ^ 
the craft l^or unions, the N^ional Pla nning , 
the regi ment ed econo mic Iff^, the practical ^op- 
tion of the system of the “Corp orat e S tate, ” the 
st^pression of free speech, free press, and free 
assemWy, the abolition of ^ guarant ies o f per- 
sonal liberty under the constitution of the Re- 
public. 

It may be emphasized again that all of these 
systems of society — Socialism, Communism, 
Fascism, and Naziism — ^have some features in 
common. AIHhese various forms of the collec;; 
tiyist philosophy merely differ in degree and 
kinds of servitudes. The daily demonstrations 
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in practice in Germany , Russia, and else- 
where are proof enough that regimentation of 
men cannot m ainta in itself ag ain st the will of 
me n to be fr ee e xcep t ^ drastic repression and 
tyranny. 



CHAPTER VI 


NATIONAL REGIMENTATION 

The origins, character, and affinities of the 
Regimentation theory of economics and gov- 
ernment, its impacts upon true American Lib- 
eralism, and its departures from it can best be 
determined by an examination of the actions 
taken and measures adopted in the United States 
during recent months. 

It is not from oratory either in advocacy of 
this philosophy or equally in denial of it that we 
must search for its significance. That is to be 
found by an examination of the actual steps 
taken and proposed. 

From this examination we may dismiss meas- 
ures of relief of distress from depression, and 
reform of our laws regulating business when 
such actions conform to the domain of true 
Liberty, for these are, as I shall indicate, not 
Regimentation. 

The first step of economic Regimentation is 
a vast ce ntralizatio n of pow er in the E xecutive. 
Without tedious recitation of Ihe acts of the 
Congress delegating powers over the people to 
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the Executive or his assistants, and omitting 
relief and regulatory acts, the powers which 
have been assumed include, directly or indirectly, 
the following: 

/ To debas^the c oin a nd set its value; to in- 
flate the SttrSfcy; to buy and sell gold and 
silver; to buy Government bonds, other se- 
curities, and foreign exchange; to seize pri- 
vate stocks of gold at a price fixed by the 
Government ; in effect giving to the Executive 
the power to “manage” the currency ; 

To levy sales ta xes o n food, clothing, and 
upon goods competitive to them (the proces- 
sing tax) at such times and in such amounts 
as the Executive may determine; 

To expen d enormous sums from the ap- 
propriations for public ’'w;orks, relief, and 
a gricultur e upon projects not announced to 
the C ongr ess at the" time appropriations were 
mafle; ”■ ^ ' ' 

To create corporations, for ^a wide variety 
of b usine ss activities , heretofore the ^dusjye 
field o^ private enterp.rise ; - — 

'Fo inwall s ervic es and to manufacture cova- 
modities i n competition with atiz e ns ; 

To_buy and selj copimpdities ; to fix mini- 
mum prices for industries or dealers; to ^x 
Sndfing c harges and th erefo re profits ; to 
ell mma te “unfair” t rade pr'^Bces 
'T'o allot the amou nt of pro ducti on to i ndi- , 
vidual farms and factories an^ the character 
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o£ goods they shall produce; to destroy com-,. 
moditHs; to fix stock s of commodities to l)e 
oHTiand; 

To esto p expansion or d evelopment of in- 
dustries or of specific plant and equipment; 

To es tablis h mi nimu m wages-^ to fix maxi- 
mum Hour s and c ondi tions of labor ; 

To impose cdkctive bargaining; 

To organize admin istra tive agencies out - 
side the Civil Ser viceT req ui fem ents T 
“TTo abrogate the effect of the anti-tri^ 

acts; 

“To raise and jower the tariffs and to dis- 
criminate’ between nations in their applica- 
TTdn;' ““ ' 

”T'o ^rogate certain govern ment al con- 
tracts without compensation or review by the' 
courts; " ' 

To e jiforce most of these powers where 
they affect the individual ^ fine and im- 
prison ment through pros ecution in the courts, 
with a further res erv ed' authorify in many 
trades through license' to deprive men of their. 
Business aiid livellEbod witEout a^T" appeal to 
fhF courts. ~ " ■ 

Most of these powers may be delegated by 
the Execut ive to any appoint^ and The ap- 
p ointee s ^e mostly without the usual confirma- 
tion by jhe Senate. The staffs of most of the 
new organizations are not s^cted by thejnerit 
requirements of the Civil Service. These direct 
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or indirect p owe rs were practically ^ of them 
del egated by the C ongr ess to the Executive upon 
the r epresentation th at they wer e “e merg ency” 
an thoritie s, and most of them are limited to a 
specific time for the purpose of bringing about 
national recovery from the depression. 

At some time or place all of these authorities 
already have been used. Powers once delegated 
are bound to be used, for one step drives to an- 
other. Moreover, some group somewhere gains 
benefits or privilege by the use of every power. 
Once a power is granted, therefore, groups be- 
gin to exert the pres sure necessary to force its 
us^e. Once u^ed, a vested interest Is created 
w^h thereafter op poses any relaxation and 
thereby makes for permanence. But beyond this, 
many steps once t^en set ec onom ic forces _ia_ 
motion whi^ c anno t b^ retrieved. Already we 
have witnessed all these processes in action. 

The manner of use of these powers and their 
immediate impacts upon the concepts of true 
American Liberty may first be examined under 
the five groups or ideas into which they natural- 
ly fall — Regimented Industry and Commerce, 
Regimented Agriculture, Government in Com- 
petitive Business, Managed Currency and Cred- 
it, and Managed Foreign Trade. 
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Regimented Industry and Commerce 

The application of Regimentation to business 
has made great stride^'. We now have the im- 
portant branches of industry and commerce or- 
ganized into trade groups, each presided over 
by a committee of part trade and part govern- 
mental representatives heading up through an 
“Administrator” to the Executive. There are 
a number of advisory boards for various pur- 
poses whose personnel is part trade and part 
bureaucratic. More than 400 separate trades 
have been so organized, estimated to cover 
1,500,000 establishments or about 90 per cent of 
the business of the country outside of farming. 

In this organization of commerce and indus- 
try the trades were called upon to propose codes 
of management for their special callings. Parts 
of each of these codes are, however, imposed by 
law, whether the trades propose them or not. 
The determination as to who represents the 
trade is reserved to the Executive, and in the 
absence of a satisfactory proposal he may him- 
self make and promulgate a code. He may force 
deletion of any proposed provision and may 
similarly impose provisions and exceptions. 

Each of the codes is directly or indirectly bind- 
ing upon every member of the trade whether he 
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was represented in its making or whether he 
agreed or not. It has the force of statutory law, 
enforceable by fine and jail through the courts. 
Originally the Executive could require every 
member of a trade to take out a license to do 
business. In this license he could impose the con- 
ditions under which persons may continue to do 
business. The Executive could revoke a license 
without affording any appeal to or protection of 
the courts. This licensing power has expired in 
general industry but still stands as an authority 
to the Secretary of Agriculture over all pro- 
ducers, processors and dealers in agricultural 
products. That is a very considerable part of 
American business. Except as an example of 
the extent of violation of freedom this licensing 
provision is not important, as the other provi- 
sions and methods are sufficiently coercive with- 
out it. 

The codes impose minimum wages and maxi- 
mum hours and provide, further, for collective 
agreement with labor as to wages and con- 
ditions of work beyond the minimums. By far 
the major use of the codes is, however, devoted 
to the elimination of “unfair competitive prac- 
tices.” This expression or its counterpart, “fair 
competition,” has been interpreted not alone to 
cover “unethical” practices, but to include the 
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forced elimination of much normal functioning 
of competition through reduced production, the 
prevention of plant expansion, and a score of 
devices for fixing of minimum prices and trade 
margins. From so innocent terms as “fair com- 
petition” and its counterpart have been builded 
this gigantic dictation — itself a profound ex- 
ample of the growth of power when once 
granted. 

In this mobilization there has been constant 
use of the term “co-operation.” However, the 
law itself makes important parts of the codes 
compulsory and by their indirect powers can 
impose any of them. As practical persons ob- 
serving their working, we may dismiss volun- 
tary impulses as the motivation of this organi- 
zation. At best it is “coercive co-operation.” 
Free will and consent, the essential elements in 
co-operation, have not often been present. The 
spirit of the whole process has been coercive, 
principally through the overshadowing author- 
ity to impose the codes and the terror of effec- 
tive deprival to any man of his business and 
his livelihood. The mere fact of charges made 
by bureaucrats can act to deprive him of his 
reputation. Where such authority arises among 
free men is difficult to discern. 

Ample evidence of coercion is found in the 
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bludgeoning proceedings of many important 
code conferences, in the changes forced in some 
codes, from which there was no appeal or 
refuge; in the incitement to public boycott; and 
in the contracts required in all dealings with the 
government itself. One need but read the vast 
flood of propaganda, of threat and pressure, the 
daily statements of the administering officials, 
and follow the actions of “compliance” boards 
and other agencies, in every town or village, to 
confirm the fact of coercion. Men have been 
fined or ordered to jail for the crime of selling 
goods or services at lower prices than their com- 
petitors. One of the sad results is the arraying 
of neighbor against neighbor, group against 
group, all grasping for desperate advantage 
from the law. 

There are “unfair practices” which need re- 
form because of the failure of some States to 
rise fully to their responsibilities. The codes 
have served admirably to reduce child labor by 
about 25 per cent, and they have eliminated 
sweating in certain trades. They have elimi- 
nated some unethical business practices, but they 
have stimulated many more new ones through 
“chiseling.” This sort of reform is within the 
powers of the States, and laws to this purpose 
have been enacted by most of them. If we have 
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determined that we must nationally force these 
measures on delinquent States and if they be 
within the constitutional powers of the Federal 
Government, then they can be carried out by 
specific law enforced by the judicial arm and do 
not require the regimentation of the economic 
system. But in practical working only a small 
part of the codes are devoted to these ends. 

The most effective part of code operations 
are devoted to limitation of real competition. 
It is true that the law provided that there 
should be no monopolies or monopolistic prac- 
tices. The major aspiration of those seeking 
to avoid the anti-trust acts always has been 
precisely the fixing of minimum prices and re- 
striction of output, and these objectives, so 
earnestly yearned for in some quarters, now 
have been imposed by law. The economic re- 
sults, so far as the trades and consumers are 
concerned, are about the same as if the anti- 
trust acts had been abolished. Naturally, if 
these industrial regiments hold to discipline they 
are at once constituted as complete guild mon- 
opolies as any in the Elizabethan period, from 
which we derived much of our American an- 
tagonism to monopoly. 

But an equally regrettable social effect has 
been that the imposition of larger costs, and the 
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fixing of minimum prices and trade differentials 
crashes down at once on smaller units of busi- 
ness. If persisted in there can be no destiny of 
these processes in the long run but a gradual 
absorption of business by the larger units. All 
this is in fact the greatest legal mechanism ever 
devised for squeezing the smaller competitor out 
of action, easily and by the majesty of the law. 
Yet the small business is the very fibre of our 
community life. 

Over it all is now the daily dictation by Gov- 
ernment in every town and village every day in 
the week, of how men are to conduct their daily 
lives — under constant threat of jail, for crimes 
which have no moral turpitude. All this is the 
most stupendous invasion of the whole spirit of 
Liberty that the nation has witnessed since the 
days of Colonial America. 

Regimented Agriculture 

The farmer is the most tragic figure in our 
present situation. From the collapse of war in- 
flation, from boom, from displacement of work- 
animals by mechanization, from the breakdown 
of foreign markets, from the financial debacle of 
Europe, and from drought, he has suffered al- 
most beyond human endurance. 
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Instead of temporarily reducing the produc- 
tion of marginal lands by measures of relief 
pending world recovery, the great majority of 
farmers were regimented to reduce production 
from the fertile lands. The idea of a subsidy to 
a farmer to reduce his production in a particu- 
lar “staple commodity” was expanded by re- 
quiring a contract that he would follow orders 
from the Secretary of Agriculture in the pro- 
duction of other “staple commodities.” Volun- 
tary action was further submerged by threats 
that if he did not sign up he would have diffi- 
culty in obtaining credit. 

The whole process has been a profound ex- 
ample both of how bureaucracy, once given 
powers to invade Liberty, proceeds to fatten 
and enlarge its activities, and of how departures 
from practical human nature and economic ex- 
perience soon find themselves so entangled as to 
force more and more violent steps. 

To escape the embarrassment of the failure 
to reduce production by these methods, still 
further steps were taken into coercion and regi- 
mentation. Yet more “staples,” not authorized 
by the Congress to be controlled when the con- 
tracts were signed, were added to the list. A 
further step was to use the taxing power on 
excess production of cotton and to set quotas 
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on sugar. Directly or indirectly, on many farms 
these devices create a privilege and destroy a 
right. Since only those who have had the habit 
of producing cotton and some other commodities 
may now do so, they are given a monopoly and 
any other farmer is precluded from turning his 
land to that purpose. 

And recently still further powers were de- 
manded from the Congress by which the last 
details of complete coercion and dictation might 
be exerted not alone to farmers but to every- 
one who manufactures and distributes farm 
products. That all this is marching to full regi- 
mentation of thirty millions of our agricultural 
population is obvious enough. 

But we are told that the farmer must, in the 
future, sacrifice Liberty to economic comfort. 
The economic comfort up to date may be ques- 
tioned, as likewise the longevity of any comfort, 
for the basic premise is not tenable.^ 

The stark fact is that if part of Liberty to a 
particular farmer is removed, the program must 
move quickly into complete dictation, for there 
are here no intermediate stages. The nature of 
agriculture makes it impossible to have regi- 
mentation up to a point and freedom of action 

1 Thomas Jeifersoa once said, “Were we directed from Wash- 
ington when to sow, and when to reap, we should soon want 
bread,” Autobiography ^ Vol. I, p* 113, 
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beyond that point. Either the farmer must use 
his own judgment, must be free to plant and 
sell as he wills, or he must take orders from the 
corporal put above him. 

The whole thesis behind this program is the 
very theory that man is but the pawn of the state. 
It is a usurpation of the primary liberties of men 
by government. 


Government in Competitive Business 

The deliberate entry of the government into 
business in competition with the citizen, or in 
replacement of private enterprise, (other than 
as a minor incident to some major public pur- 
pose), is regimentation of the people directly in- 
to a bureaucracy. That, of course, is Socialism 
in the connotation of any sociologist or econo- 
mist and is confirmed as such today by the ac- 
claim of the Socialists. 

As an instance we may cite the Tennessee 
Valley Authority, where the major purpose of 
the government is the purchase, construction, 
operation, transmission, and sale of electricity 
in the Tennessee Valley and neighborhood, to- 
gether with the manufacture and merchandis- 
ing of appliances, fertilizers, chemicals, and 
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other commodities. Other instances occur where 
Public Works money has been allotted to the 
erection of dams and reservoirs, and to the con- 
struction of power plants, the major purpose of 
which is to undertake the production and sale 
of electricity in competition with the citizen. 

There have long been instances of public 
works for the real major purpose of flood con- 
trol, irrigation, or navigation, which produce 
water-power as a by-product. Here, if the gov- 
ernment leases this power under proper pro- 
tections to the public, the competition with the 
citizen is avoided. Here is one of the definite 
boundaries between Liberty and Socialism. Un- 
der Liberty, the citizen must have strong regu- 
lation of the rates and profits of power com- 
panies to protect him from oppression by the 
operator of a natural monopoly. But where the 
government deliberately enters into the power 
business as a major purpose in competition with 
the citizen — that is Socialism. 

Still other instances of government compe- 
tition with citizens are five corporations cre- 
ated by the government under the laws of Dela- 
ware, which are engaged in various competitive 
businesses covering the manufacture and mer- 
chandising of commodities. 

These entries into Socialism were not an 
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important emergency call to relieve unemploy- 
ment. The total expenditures provided will em- 
ploy but a very small percentage of the unem- 
ployed. In fact, the threat to private enterprise 
will probably stifle employment of more men in 
the damage to existing enterprises. There is al- 
ready an ample private capacity to supply any of 
the commodities they produce, whether elec- 
tricity, fertilizers, rum, or furniture. Whatever 
their output is, its production will displace tliat 
much private employment somewhere. We have 
only to examine a fragment of the statements of 
their sponsors to find that their purposes, al- 
though sometimes offered as employment, are in 
fact further blows pounding in the wedge of 
Socialism as a part of regimenting the people 
into a bureaucracy. 

There are measures in banking and credit 
which might be discussed under this heading 
but they are dealt with elsewhere. And in an- 
other chapter of this book I have dealt at length 
with the effect and destiny of Socialism. 


Managed Currency and Credit 

The scope of this survey does not include a 
full examination of monetary, fiscal, and credit 
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policies. I am here concerned solely with pro- 
found departures from Liberty. 

Without entering upon the recent technical 
monetary steps taken, it may be said at once 
that the intent of the powers given to alter the 
unit value of currency is, by “managed cur- 
rency,” to enable the government to change 
from time to time the purchasing power of the 
currency for all commodities, wages, salaries, 
and income. One underlying intent of the mone- 
tary measures was the transfer of income and 
property from one individual to another, or 
from one group to another, upon an enormous 
scale without judicial processes. Whether the 
theory under this assumption will produce the 
effects intended or not, the intent is definitely 
expressed. 

The installation of managed currency re- 
quired the repudiation of the government con- 
tract to meet its obligations in gold.^ And the 

1 are we going ofi the gold standard ? With nearly 40 
per cent of the entire gold supplies of the world, why are we 
going off the gold standard? With all the ear-marked gold, with 
all the securities of ours that they hold, foreign governments 
could withdraw in total less than $700,000,000 of our gold, which 
would leave us an ample fund of gold, in the extremest case, to 
maintain gold payments both abroad and at home. 

me, the suggestion that we may devalue the gold dollar 
SO per cent means national repudiation. To me it means dishonor ; 
in my conception of it, it is immoral. 

*‘A 11 the legalistic arguments which the lawyers of the Sen- 
ate, men of eminent ability and refinement, may make here, or 
have made here, have not dislodged from my mind the irrevocable 
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repudiation of the gold clause extended much 
farther than repudiation of government obliga- 
tions alone, for it changed the value of all con- 
tracts between citizens far beyond the present 
appreciation of the citizen of its possible results 
— ^if it shall prove to have the effect which was 
intended. 

One of the major objectives stated was to re- 
duce unbearable debt. It was asserted that the 
value of the dollar as represented in its purchas- 
ing power for goods or services had changed 
from its value when the original bargains of 
debt were made. Under this operation the citi- 
zens were regimented into two groups, debtors 
and creditors. An empirical and universal 
amount of 40 to 50 per cent was set as the de- 
gree of shift in the value of all property to the 
debtor regiment from the creditor regiment. 

This act involved the widest responsibility 


conviction that it is immoral, and that it means not only a con- 
travention of my party's platform in that respect, but of the 
promises of party spokesmen during the campaign. 

*'Mr. President, there was never any necessity for a gold em- 
bargo. There is no necessity for making statutory criminals of 
citizens of the United States who may please to take property in 
the shape of gold or currency out of banks and use it for their 
own purposes as they may please. 

“If there were need to go off the gold standard, very well, I 
would say let us go off the gold standard; but there has been 
no need for that." 

— From the Senate remarks of Mr. Glass, Senator from Virginia, 
April 27, XQSS. 
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which the government bears to its citizens, and 
that individuals bear toward each other. For 
fidelity to contract, unless determined uncon- 
scionable by an independent tribunal, is the 
very integrity of Liberty and of any economic 
society. Where the debt of certain groups such 
as part of the farmers and home-owners be- 
comes oppressive, and its social results to the 
entire nation are of vital importance, such a 
service is justified, but it should not have been 
undertaken at the particular cost of those hon- 
est creditors whose savings have been thus in- 
vested but should have been a special burden 
upon the whole nation. But the injustice is far 
wider than this. 

These monetary acts extend the assumption 
of unbearable debt over the whole of the private 
and public debts of the nation. That this at- 
tempt at universal shift of 40 to 50 per cent of 
the value of all debts was neither necessary nor 
just can be demonstrated in a few sentences. 
The theory mistakenly assumed that the dis- 
torted prices and values at the depth of a bank- 
ing panic were permanent. It assumed that the 
recovery from depression in progress through 
the world would not extend to the United 
States. Of even more importance, this theory 
also assumed that every single debt had become 
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oppressive ; that every single creditor had bene- 
fited by about one-half since the initial bargain; 
that every single debtor had lost by this amount; 
that no debtor could carry out his initial bar- 
gain; and that the respective rights of every 
debtor and every creditor in every kind of prop- 
erty should be shifted from debtor to creditor 
without any inquiry or process of justice. Debt 
is an individual thing, not a mass transaction. 
The circumstances of every debt vary. 

Certainly the Government cannot contend 
that its debt was oppressive. No man has yet 
stated that the Government could not have paid 
its obligations in full. It was not insolvent. It 
was not bankrupt. 

In large areas of private debt the borrower 
was amply able to meet his obligations. In other 
great areas he had already profited by large 
dividends or earnings, or otherwise by the use 
of the savings of lenders which he had deliber- 
ately solicited. A huge part of the bond issues 
of railways, of power companies, of industrial 
companies, of foreign governments, current 
commercial debt, the bank deposits, urban mort- 
gages and what hot belong to these categories. 

The evidence of the volume of debts which 
require governmental relief as a social necessity 
does not by any conceivable calculation indicate 
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more than a very minor percentage of the total 
public and private debt. Extensive provisions 
for the adjustment between individuals of their 
debts were made by new facilities under the 
bankruptcy acts and the further relief measures 
provided through the use of government credit. 

But let us examine the injustice under this 
managed currency more particularly. In a great 
category where debt required adjustment there 
had already been many compromises between 
debtors and investors, as witness the many re- 
organizations of urban building loans, and cor- 
porate and other obligations, which were the 
products of inflation. The people’s savings in- 
vested in these cases are required, by deprecia- 
tion of the dollar, to submit to a still further loss. 

Most lending is ultimately from savings which 
mean somebody’s self-denial of the joy of 
spending today in order to provide for the fu- 
ture. But the borrower is often enough a per- 
son who secured these joys and is now to be 
relieved of part payment, although a large part 
of these borrowers are able to pay. The man 
who borrowed from an insurance company to 
build himself a more expensive and enjoyable 
house has secured these joys at the cost of the 
policyholder, who had Hoped by self-denial to 
escape dependency. This applies equally to the 
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huge debt o£ industrial and commercial busi- 
nesses which profited by their borrowings from 
the policyholder and the depositor in a savings 
bank. 

Those self-denying investors — the thrifty of 
the nation — ^who were willing to accept a low 
rate of interest in order to obtain the maximum 
security, are under this theory to have the pur- 
chasing value of their savings now shrunken in 
exactly the same ratio as the avaricious who re- 
ceived extortionate rates, or the reckless who 
took high risks. The holders of hard-won sav- 
ings — ^the widow’s mite — ^invested in per 
cent first mortgage industrial bonds are called 
upon to sacrifice the same proportion as the hol- 
ders of 7 per cent third mortgages. By the 
transfer of values from the first mortgage 
bondholder to the common stockholder the se- 
curity of these speculative bonds is even in- 
creased. At once we see the evidence of this in 
the marked advance in the prices of these specu- 
lative debts. This disregard of prudence and 
this benefit to recklessness particularly pena- 
lizes a very large part of insurance and the 
great public endowment assets. 

Ten billions of endowments in educational, 
hospitalization, and welfare activities — credit- 
ors whose debtors are mostly corporations and 
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governments — are to be depleted in purchasing 
power. These endowed institutions give the 
leadership necessary to all our vast complex of 
public institutions. Yet if this theory eventuate, 
their activities must diminish by 40 per cent. 

Furthermore, if this theory shall succeed, in 
the great bulk of industrial debt, the empirical 
reduction of purchasing power of the regiments 
of bondholders transfers this purchasing power 
to the regiments of common stockholders. Any 
inspection of who are the rank and file in these 
regiments will at once demonstrate the double 
injustice. The holders of bonds are largely the 
insurance company, the savings bank depositor, 
the small investor, and the endowed institution. 

If this intent of devaluation shall eventuate, 
the transfer of property by government fiat 
from sixty million insurance policyholders to 
ten million stockholders is not even diffusion of 
wealth. It is further concentration of wealth. 
As a matter of fact, any survey of the total re- 
sults would show (if the theory of these acts 
works out) that it will benefit the richest mem- 
bers of the community, because their property 
is, in the main, in equities. The hardship will 
fall upon the great mass of the people who are 
indirect holders of obligations through their 
savings in insurance, in savings bank deposits. 
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as well as those who directly hold bonds and 
mortgages. That is, in our modern American 
economy the rich are more largely the holders 
of equities and those of moderate means more 
largely the holders of obligations. Thus the rich 
hereby become richer, the poor poorer. 

Monetary shifts in their very nature are 
mostly irretrievable. There can be little turning 
back. 

In “managed currency” — a power of govern- 
ment fiat over the values of wages, income, and 
property — we find many by-products from the 
invasion of Liberty. To some academic theorists 
the Commodity Dollar may be perfect. But for 
thousands of years the whole human race has 
esteemed gold as the final gauge of values. 
Whether the sign of the index number, which 
is the kernel of this branch of “planned eco- 
nomics,” be theoretically a better gauge or not, 
the fact remains that gold is a matter of faith. 
Men will long delay full faith in an abstraction 
such as the commodity index, with its uncer- 
tainties of political manipulation or of Execu- 
tive determination. This has a pertinent appli- 
cation today. Those people who are employed 
are heaping up their savings. Yet these poten- 
tial investors have hitherto hesitated to loan 



NATIONAL REGIMENTATION 99 

their savings over a long period, not knowing 
with what they may be paid in years to come 
nor what their rights may be. The durable 
goods industries are dependent upon this invest- 
ment in the form of long-term credits. At the 
same time the country has an accumulated need 
for a vast amount of homes and equipment. As 
these credits are much restricted, vast numbers 
out of work suifer the injustice of cruel delays 
in otherwise possible employment. 

How far the Regimentation of banking and 
the government dictation of credit through vari- 
ous government agencies may extend is not 
yet clear. There are national stresses in which 
the government must support private financial 
institutions, but it is unnecessary for it to en- 
ter into competitive business to accomplish this. 
And lest the government step over the line into 
Socialism this support must be limited to activi- 
ties where there is no competition, or so or- 
ganized as ultimately to be absorbed into the 
hands of private, ownership. The original Re- 
construction Finance Corporation is an example 
of the former and the Federal Reserve Banks, 
the Home Loan Banks, the Federal Land 
Banks, of the latter. There are, however, some 
of the new financial agencies and some uses be- 
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ing made of the old agencies which forecast 
occupation beyond these fields, and threaten 
dictation as to who may and who may not have 
credit. The threat to farmers of withholding 
credit to force them to sign crop contracts with 
the government is a current example of possi- 
bilities. 

The reduction of the independence of the 
Federal Reserve Board and the Farm Loan 
System to dependency upon the political admin- 
istration, the provisions for appointment of of- 
ficials in the banks by government agencies, and 
certain provisions in the new regulatory acts, 
all at least give enormous powers of “managed 
credit.” 

If the purpose of all these activities is to en- 
able the government to dictate which business 
or individual shall have credit and which shall 
not, we will witness a tyranny never before con- 
templated in our history. 

The wounds to Liberty — ^and to justice upon 
which Liberty rests — in these monetary actions 
and policies are thus myriad. It is again a spe- 
cific demonstration of a social philosophy de- 
fensible only on the ground that the citizen is 
but the pawn of the state — ^the negation of the 
whole philosophy of Liberty. Executive power 
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over the coin is one of the oldest components 
of despotism. 

Managed Foreign Trade 

There is another segment of National Regi- 
mentation into which these other segments im- 
mediately force us, and that is foreign trade. 
The whole theory of controlled domestic pro- 
duction and prices falls to the ground unless 
imports also are rigidly controlled. As managed 
industry and agriculture operate, the nation 
must be surrounded with barriers which insu- 
late it from economic currents beyond its bor- 
ders. Going off the gold standard theoretically 
raised most tariffs 40 per cent, and theoretically 
imposed that barrier against goods on the free 
list as well. The additions to tariffs by the 
amount of the processing taxes are further in- 
dications of the inexorable mounting of trade 
barriers under such a plan. 

There can be no escape from constant inter- 
national difficulties. These difficulties were great 
enough when the government made a fixed 
tariff upon 34 per cent of the imports based 
upon a simple proposal of differences in cost of 
production at home and abroad, and allowed 66 
per cent of its imports to enter freely, and when 
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it treated every nation alike. But when, in ef- 
fect, it places barriers of one sort or another on 
the whole lOO per cent of imports by currency 
and exchange manipulation, when these bar- 
riers are to shift with every government-made 
price in industry, when they are to be made to 
vary by favor in trading with different nations, 
through reciprocal tariffs, then there is no doubt 
we also have joined in the world economic war 
already disastrously in progress. That economic 
war is steadily drying up the standards of liv- 
ing of the world, our own included, and it is 
drying up the outlets for human initiative. The 
hope of the world in an economy of plenty 
through the huge increase in productive power 
which science has given us threatens to be stifled 
by these processes of nationalism and regimen- 
tation. 

Men can higgle with each other in the mar- 
kets of the world and there is no ripple in in- 
ternational good-will, but when governments 
do the higgling, then the spirit of antagonism 
between peoples is thrice inflamed. 

This brief survey of examples of experience 
up to this time is sufficient to make clear the 
definition and nature of National Regimentation 
and its progress in the United States. There 
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are other channels in which our economic and 
social life is being regimented which could be 
developed. These instances are certainly suf- 
ficent to show that its very spirit is government 
direction, management, and dictation of social 
and economic life. It is a vast shift from the 
American concept of human rights which even 
the government may not infringe to those social 
philosophies where men are wholly subjective 
to the state. It is a vast casualty to Liberty if 
it shall be continued. 



CHAPTER VII 


THE CONSEQUENCES TO LIBERTY OF CONTINUED 
REGIMENTATION 

The most gigantic step morally, spiritually, 
economically, and governnientally that a nation 
can take is to shift its fundamental philosophic 
and social ideas. The entry upon such a move- 
ment presents the most fateful moment in the 
history of a people. 

But before entering upon the subject of the 
further and broader consequences of National 
Regimentation or the adoption of other social 
philosophies in American life, I shall clear the 
road of some unrelated subjects. 

I am not here discussing any of the current 
measures except so far as our present experi- 
ence of them illustrates the effect which they 
have upon Liberty. Although I hold that emerg- 
ency neither necessitates nor justifies depar- 
tures from fundamental liberties — and inci- 
dentally will in the end retard recovery itself 
through disturbance of confidence in the future 
— I am not here dealing with temporary actions 
as such. Overshadowing temporary actions. 
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whether wise or unwise, is the far larger issue. 
An emergency program for recovery is one 
thing, but to implant a new social philosophy 
in American life in conflict with the primary 
concepts of American Liberty is quite another 
thing. 

We are told today by men high in our gov- 
ernment both legislative and administrative that 
the social organization which we have developed 
over our whole history is “outworn” and “must 
be abandoned.” We have been told that it has 
“failed.” We are told of “outworn traditions,” 
that we have come to the “end of an era,” that 
we are passing through a “bloodless revolu- 
tion.” We are also told that the American Sys- 
tem “is in ruins,” that we must “build on the 
ruins of the past a new structure.” It is advo- 
cated now that many of the emergency meas- 
ures shall be “consolidated” and made “perma- 
nent.” We should therefore earnestly and 
dispassionately examine what the pattern of 
this transformation of the economic, social, and 
governmental system is to be, and what the ulti- 
mate effect of its continuance would be upon 
our national life. 

Among the important measures of govern- 
ment, both in the present Administration and 
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in the last, are a large number devoted to relief 
of distress, both personal and institutional; the 
expansion of public works; revisions of the older 
laws regulating business; the reinforcement of 
State regulation by Federal acts; and the sup- 
port of co-operative action among the citizens 
by temporary use of Federal credit. Many of 
the additional measures undertaken in these di- 
rections during the past months are admirable 
if properly administered. 

Proper action in relief of distress is inherent 
in the social vision of the true American Sys- 
tem. No American should go hungry or cold if 
he is willing to work. Under our system relief 
is first the obligation of the individual to his 
neighbors, then of institutions, then of local com- 
munities, and then of the State governments. 
The moment the need exceeds the honest ca- 
pacities of the local agencies, then they must 
have support of the Federal Government as the 
final reservoir of national strength. 

This includes an indirect relief through pub- 
lic works, direct relief when all other measures 
have failed, and proper support to financial in- 
stitutions when failures will reduce large num- 
bers to destitution. We may not approve the 
current methods of applying relief. We may 
feel that some of these methods undermine State 



LIBERTY AND REGIMENTATION IO7 

and local responsibility; that they are wasteful 
or futile or alive with corruption. We may fear 
that they may be misused, by subversion of the 
electorate through partisan organization, to cre- 
ate future artillery against the walls of Lib- 
erty. But even so, these are correctable abuses 
and lesser questions, evanescent in the long view 
of national life. 

The depression has brought to the surface a 
number of weaknesses and abuses in the eco- 
nomic system. I deal elsewhere more fully with 
the whole subject of abuse of Liberty. For this 
immediate discussion I may state that reform 
and revision of our older regulatory laws in 
banking, commodity and stock markets, trans- 
portation, utilities and natural resource indus- 
tries are absolutely necessary. So long as these 
revisions conform to the conditions of Liberty 
there can be no difference of opinion except as 
to method. All reform entails some degree of 
experiment. I have no fear of experiments 
which take account of experience, do not re- 
make the errors of history, and do not set out 
to experiment with the principles of Liberty. 
We may feel that some reform measures do not 
reach to the heart of the problems they under- 
take to solve; that they are in part punitive 
rather than constructive; that they are in part 
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impractical of producing the desired result; that 
in attempting to suppress a dozen scoundrels 
they are retarding the normal and active flow 
of economic life among a thousand honest men, 
and are thus retarding recovery from the. de- 
pression. But we must remember that reform 
is a hard horse to ride in the blinding storm of 
world war liquidation. 


There have run through all the dissertations 
of the past months the slogans and promise of 
“National Planning,” “Planned Economy” or 
“Permanent Planning.”^ Obviously these phrases 
have been given a new meaning. They do not 
mean mere charts and blueprints. They mean 
execution as well. They do not mean only the 
planning and executing of the normal functions 
of government. Obviously there is included also 
regimentation of industry and agriculture, man- 
agement of currency and credit, government 
competition with business, management of for- 
eign trade, and many other activities, all to be 


^ It has been said that statesmaEship often consists of present- 
ing old forms tinder new names. But modern social agitation 
seems to have reversed this procedure to presenting new form’s 
of their own coinage under familiar terms. This use of the 
term * ^national planning” is not alone in this advent. To it may 
be added tlie new meanings given such terms as ''Capitalism,” 
"Liberalism,” "Democratic Processes,” "Sound Money,” 
se^ Fmre** "Rugged Individualism,” "Regulation,” "Control,” 
"Readjustment,” "Co-operatioii,” and "Emergency.” 
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definitely dictated by officials acting from Wash- 
ington. That is the coercive execution of plans 
for the daily economic and social lives of the 
people. 

We have been engaged in planning, and the 
execution of plans, within the proper functions 
of government ever since the first days of 
George Washington’s administration. We have 
planned and executed public school systems, 
safeguards to public health, conservation of 
national resources, the reclamation of desert 
lands, vast river and harbor development, a 
magnificent system of highways and public 
buildings, the creation of parks, the beautifica- 
tion of cities, and a thousand other activities in 
every state, town, and village. We have planned 
and executed laws controlling semi-monopolies 
and maintenance of competition. We have set 
up the Federal Reserve System, the Land Banks, 
the Home Loan Banks. We planned and built 
the Panama Canal. The government has co- 
operated with the people in planning and exe- 
cuting a great system of railways, of airways, 
of merchant marine. It has gone further. The 
government through its constituted officials has 
co-operated in furthering great social activities, 
by determining facts and by assisting organi- 
zations to make plans for social advancement, 
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to create standards, to co-ordinate thought and 
stimulate effort. 

Nor have our non-governmental activities 
been without plan and execution by the people 
themselves, as witness the gigantic physical 
equipment of the nation and its intellectual 
progress. If this vast achievement was not the 
result of conscious planning, then it is eloquent 
proof that these things come spontaneously out 
of our American System. 

No civilization has hitherto ever seen such a 
growth of voluntary associative activities in 
every form of planning, co-ordination and co- 
operation of effort, the expression of free men. 
It comes naturally, since the whole system 
builded on Liberty is a stimulant to plan and 
progress. The unparalleled rise of the Ameri- 
can man and woman was not alone the result of 
riches in lands, forests, or mines; it sprang 
from ideals and philosophic ideas out of which 
plans, and the execution of them, are stimulated 
by the forces of freedom. 

The assertion is made that these Regimenta- 
tions or National Planning are merely extended 
co-operation. Civilization dawned when the 
first group of men acted in co-operation, and 
men have ever since divided over how far they 
should be forced to group action or whether they 
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should join of their own free will. Our Ameri- 
can civilization is based upon the maximum of 
free will in an ordered Liberty. Aside from the 
very philosophy of Liberty, the practicalities 
are that when free men come together in eco- 
nomic life they pool a wealth of practical experi- 
ence and conscientious responsibility. They are 
compelled to find workable methods of co-opera- 
tion. Over every deliberation hangs the sober- 
ing threat of personal loss for a wrong decision. 
There is no one to whom the cost of error may 
be passed. But under coercive co-operation by 
government, the final determination of method 
for the joint action is made not by men of large 
experience in practical affairs, but by govern- 
ment agents — often by men wholly lacking in 
both vision and ability. The bureaucrat is above 
accountability so long as his political support 
holds. Co-operation appraises its methods and 
consequences step by step and pays its bills as it 
goes. Bureaucracy rushes headlong into visions 
of the millennium and sends the bill to the 
Treasury. 

The methods of planning progress cannot be 
through governmental determination of when 
and how much a factory may be operated, what 
the farmer may plant or sell, or any other of 
the processes of regimentation. The forces of 
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true co-operation may be less immediate in their 
results than coercion, but they are more perma- 
nent, for they do not wither the real impulses of 
progress and they do not atrophy the responsi- 
bility of the citizen. 

There are transcendent obstacles to the suc- 
cessful working of these ideas of coercive Na- 
tional Planning or National Regimentation of 
our economic and social life. The first is the 
inability to command the omniscient genius re- 
quired to plan and co-ordinate and direct the 
operation of the economic and social machine. 
This is true even if the government enjoyed the 
powers of complete dictatorship as in the cases 
of Fascism and Communism. The second and 
higher obstacle is created when these ideas are 
mixed with democracy, for they are based upon 
wholly different conceptions of human rights 
which instantly clash. 

There arise from this mixture conflicts and 
interferences which will undermine Liberty by 
rendering its economic system only partly oper- 
ative, and they do not give any other system a 
fair trial. The mixture automatically destroys 
confidence in the future, which is the essential of 
our system, and that at once delays initiative 
and new enterprise. It produces astonishing ef- 
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fects, from the behavior of men part free, 
which thwart the hoped-for results. It develops 
surprising conflicts between the regiments cre- 
ated, because of the inability of any human 
mind to co-ordinate such vast plans and activi- 
ties. Complete dictatorship is of course aboli- 
tion of representative government, but even 
partial regimentation raises at once conflicts 
which are destructive to it. One result is to 
drive unceasingly for more drastic steps. Our 
American System cannot be made to work part 
free and part regimented. It is a new form of 
an old conflict. No system can be part dictator- 
ship and part democracy. 

We may confirm these observations if we ex- 
amine actual results of the operations now in 
progress and if we examine their tendencies to- 
ward the future. 

As I have said, the first necessity of this pro- 
gram of National Planning or National Regi- 
mentation, whatever may be the name we apply 
to it, is obviously a vast concentration of po- 
litical and economic authority in the Executive. 
All these plans and regiments must be invented. 
Their execution must be commanded, adminis- 
tered, and enforced by a delegated somebody. 
Thus overhanging all these organisms of “man- 
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aged currency,” “regimented industry,” “gov- 
ernment operation,” and “regimented agricul- 
ture” is the most vital of questions : Who is to 
invent? Who is to manage? Who is to com- 
mand these regiments? And above all, who is 
to co-ordinate their activities? 

It is not enough to answer, “the Govern- 
ment,” “the State,” or “the Executive.” This 
direction ultimately must be reposed in govern- 
ment bureaus and they are comprised of human 
beings with dictatorial powers over us all. 

These proposals necessitate that a large part 
of leadership and managerial responsibility and 
authority in business and agriculture is to be 
wrenched from the hands of those who have 
risen to leadership by success and skill in each 
specialized calling, and placed in the hands of 
those who appear to merit political power. An 
enormous extension of bureaucracy is inevita- 
ble. Already a host of new government bureaus 
and nearly two thousand commissions have been 
established with authority over every trade, and 
in nearly every town and village. We have wit- 
nessed this host of government agents spread 
out over the land, limiting men’s honest activi- 
ties, conferring largess and benefits, directing, 
interfering, disseminating propaganda, spying 
on, threatening the people and prosecuting for 
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a new host of crimes. It is pertinent therefore 
to inquire shortly into the course and character- 
istics of bureaucracy, for in the end that is the 
ag'ency that will rule over us. 

No one with a day’s experience in govern- 
ment fails to realize that in all bureaucracies 
there are three implacable spirits — self-perpetu- 
ation, expansion, and an incessant demand for 
more power. These are human urges and are 
supported by a conviction, sometimes justified, 
that they know what is good for us. Neverthe- 
less, these spirits are potent and possess a dic- 
tatorial complex. They lead first to subversive 
influence in elections. They drive always to ex- 
tension of powers by interpretation of author- 
ity, and by more and more legislation. Power 
is the father of impatience with human faults, 
and impatience breeds arrogance. In their mass 
action, they become the veritable exponents of 
political tyranny. 

Above it all there arises the question of how 
these masters of our farms, our factories, our 
stores, our daily lives — with power to deprive 
citizens of property and income or even to send 
them to jail for selling goods cheaper than a 
competitor — ^are to be selected. No one is so 
foolish as to believe they can be elected. No 
one believes that genuine judgment and expe- 
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rience to direct economic activities can be deter- 
mined by written examinations. No one believes 
that selection by political tests will produce these 
qualities, but they will be selected for politics 
nevertheless. Leadership to command in eco- 
nomic life cannot be picked by bureaucracy; it 
must be ground out in the hard mills of competi- 
tion. Genius cannot be created by bureaucracy ; 
it must push upward among free men. 

And all these proposals of regimentation lay 
upon bureaucracy a job it cannot competently 
do in a democracy even did it possess all other 
qualities. Bureaucracy engaged in the ordinary 
functions of government, under defined rules, 
by the building up of precedent and routine 
and repetitive experience, can become compe- 
tent. But the moment bureaucracy must show 
that creative sense, that instant judgment and 
responsibility which business requires, it be- 
comes hopeless. Does anyone believe that the 
automobile would have been invented, constantly 
perfected, and the enormous industry built by 
a bureaucracy? Or the railroads, or the mines? 

Moreover, in a democracy every member of 
the Congress, every newspaper, is a potential 
critic, and the accumulative effect upon govern- 
ment agents is to destroy willingness to take 
that responsibility, risk, and adventure which 
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economic activities require every moment of 
the day. Private industry measures failure in 
the net sum of accomplishment. Public criti- 
cism measures it by one failure only. The inev- 
itable result is to deaden even any initiative, en- 
terprise, efficiency of bureaucracy that might 
exist. 

It is worth remembering, also, that so long 
as we continue as a democracy, then leading 
government employees shift every few years to 
new and inexperienced men — ^whereas indus- 
try thrives only with continuity of leadership. 

The ultimate attitude of bureaucracy in Regi- 
mentation to democratic principles is indicated 
by a statement by Signor Turati, then Secre- 
tary General of the Fascist Party, at Bologna 
in 1929: 

We are tired of being branded as undemo- 
cratic, for we certainly are undemocratic if 
democracy means the conferring of powers 
on those above by those below. An Army 
takes its orders, goes out and executes them, 
dies if necessary, but it does not question 
those orders, nor does it elect its officers. 

Even if we might assume a competent and 
continuous administration by bureaucrats, we 
have yet to face the fact that no centralized, co- 
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ordinating authority interfering with these 
billions of daily activities and shifting the di- 
rection of the deep currents which affect the 
welfare of everybody, even if it were composed 
of supermen, ever could hope to remain abreast 
of the infinite diversity of life and circumstance 
in this nation of 125,000,000 people. This is 
being daily proved in the experience of every 
citizen. 

We can test the ability to dictate the eco- 
nomic life of the people, and above all to co- 
ordinate these regiments, by observing some of 
the contradictory, conflicting, and confusing 
results which we have experienced already in 
the p^st months. At the same time we can indi- 
cate the surprising effects of human behavior 
in the mixture of Regimentation with freedom. 

Inescapably there is conflict between the idea 
of the commanders of one regiment that artifi- 
cial price-rises will increase business activity 
and employment, and thereby consumption of 
goods ; and the idea of another regimental com- 
mand that, in order to increase consumption 
and employment, prices must be kept down. 

There are conflicts between artificial price- 
increases undertaken to restore agriculture to 
parity with other industry, and those taken to 
increase prices of the things the farmer buys. 
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Separated from the drought, the result has 
added practically nothing to agriculture. There 
is contradiction in destroying food when people 
are in want. There is direct conflict between the 
policy of eliminating marginal agriculture on the 
one hand, and on the other hand, the policy of 
maintaining marginal production by subsidies 
and by the expansion of production through 
reclamation. 

Through regimentation of employers, em- 
ployees, and consumers there are conflicts as to 
who is to bear the cost of these artificial price- 
rises. The consequent struggles between em- 
ployers and employees have resulted in more 
days’ labor lost in nine months through strikes 
than in the whole of the previous three years. 
The consumer regiments set their buying re- 
sistance against the producers, so that con- 
sumption slackens and surpluses increase. This 
is especially evident in perishable agricultural 
products where the processing tax, by decreas- 
ing consumption, has in effect forced back at 
least part of the tax to the farmer instead of 
adding it to the consumer. 

There is the conflict between lenders and bor- 
rowers as to who shall take the risk of unstable 
currencies, the result of which is to continue 
unemployment in the durable goods industries. 
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There is a conflict between government absorp- 
tion of capital by taxes and borrowings from 
the common pool for the purpose of giving em- 
ployment, and its urging of private industry to 
secure from the depleted pool the capital with 
which it might give empIo)nnent. There is con- 
flict of plans, on one hand, that the people should 
spend a larger part of the current income, and 
steps on the other hand, which frighten them to 
restrict spendings. 

There is a conflict between maintaining anti- 
trust laws and the setting of monopoly under 
the codes, one result of which is to squeeze out 
the smaller business and another result is to 
increase prices and the cost of living and thus 
to promote strikes to equate wages. There is at 
least incompatibility between a system which 
makes its progress through invention and im- 
provement, and governmental action which cre- 
ates drags upon the competition which alone in- 
spires them. There is inherent conflict between 
the theory of government limitation of private 
production, and the government going into bus- 
iness where there is already ample production. 
There is a conflict between attempts to move 
industry to the rural districts and the tendency 
of production to move to urban areas because 
of fixed regional wages. 
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Industry is further confused by the govern- 
ment’s payment of higher wages for relief than 
that fixed in the codes. There is inconsistency 
between commanding increased wages, shorter 
hours and greater employment in industry, and 
cuts and dismissals in government service. 
There is contradiction between repudiation of 
government obligations under contracts and the 
insistence by the law that private contracts be 
observed. There is inconsistency between the 
stern reprimand for incapacity and dishonesty 
in administration of industry and the inevitable 
outbreak of waste, corruption, and spoils where 
government goes into business. 

There is conflict between the theory of one 
regiment holding to lower tariffs, and to the 
lending of government money to promote trade, 
and the theory of another regiment which in- 
creases the tariffs and puts on import quotas 
and currency wars that restrict trade. There is 
inconsistency between the government denun- 
ciation of private lenders of money to foreign 
countries, and the government itself lending 
them money. 

These are but part of the catalogue, but suffi- 
cient for examples. 

These are not surprising results, for they 
represent in part the inability of men to know; 



122 


THE CHALLENGE TO LIBERTY 


the destiny of economic forces, artificially cre- 
ated, even if it is all planned in advance; they 
represent in part the inability of any govern- 
ment to co-ordinate these artificial forces when 
set in motion. They represent also another 
phase of equal importance, and that is the ef- 
fect of partial regimentation of the economic 
system. So long as it is partial, human behavior 
still controls some elements in the individual’s 
interest, and he uses them. And because of all 
these difficulties there arises an insistent de- 
mand for more power, and the danger of fur- 
ther and further assumption of it. 

Such is the march of regimentation. The 
effect upon our liberties needs no amplifica- 
tion. 

The seeking of opportunities for expending 
huge sums of public money, upon the theory 
that this will prime the economic pump, ignores 
the fact that the priming water is an exhaus- 
tion of the living water of the public credit. 
And even beyond that, it enfeebles the power 
delivered to the pump through stifling confi- 
dence and enterprise. Its cost in huge budget 
deficits must ultimately necessitate huge in- 
crease in taxes or the manipulation of either 
currency or credit or all three. Government 
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postponement of paying for these unprecedent- 
ed expenditures by expanding bank credits and 
then borrowing the expansion has implications 
which no one can foresee. But so far no na- 
tion or individual has been able to squander it- 
self into prosperity. So far as history shows, 
every such borrowing government has had to 
repay either by a mortgage on the social devel- 
opment of the next generation, or by desperate 
measures of repudiation through inflation in its 
own generation. Either leads to devastating 
invasions of Liberty. 

We may further amplify some of the effects 
of Regimentation upon the forces motivating 
our economic system. I have discussed in a 
previous chapter how the American System 
takes account of the natural, the practical and 
only powerful instincts which move men to con- 
structive action that humanity has been able to 
discover since civilization began. 

These creative impulses cannot be animated 
by continued money manipulation. That does 
not produce goods. Such action has only one 
final witchery and that is, to undermine the con- 
fidence of men in the future safety of their sav- 
ings and thus to stifle their enterprise in renew- 
ing and improving their plant and equipment. 
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and thus to continue unemployment. Business 
cannot be made universally profitable by sup- 
pression of the anti-trust laws, for this artifi- 
cial maintenance of marginal production at the 
expense of efficient production increases prices 
and thus restricts national consumption. The 
government cannot secure through taxes as 
much productive capital as free thrift and sav- 
ing would accumulate. The nation cannot add 
to its wealth by the dissipation of its savings 
through wasteful and non-productive govern- 
ment expenditures. It adds only poverty. Bu- 
reaucracy cannot replace the judgment of mil- 
lions of individuals striving in their own inter- 
est. The government cannot compel energy 
and enterprise upon which productive power 
rests. 

The whole effect of bureaucratic direction 
and its interference, with its obvious conflicts, 
delays, confusions, and limitations, is to reduce 
productivity and consumption. Its result is not 
to stimulate men to effort but to hobble their in- 
itiative and activities. Whatever its maladjust- 
ments, the American System has through its 
creative impulses produced us a “plenty” un- 
paralleled in history. In the deadening of these 
impulses by continued regimentation, our pro- 
ductivity cannot be sustained and we shall sink 
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from an economy of plenty to an economy of 
scarcity. 

The greatest shock of Regimentation, Fas- 
cism, Socialism, and Communism is upon Rep- 
resentative Government. The whole fabric of 
popular election, of separation of executive, leg- 
islative, and judicial powers, and of separation 
of national and local responsibilities, is integral 
in the American System. No one will doubt 
that pure Fascism and Communism can only 
exist under the abolition of every vestige of de- 
mocracy. The illusion is that the institutions 
of popular government will not become mere 
ghosts under continuation of even partial Reg- 
imentation or government ownership and oper- 
ation of competitive business. We should ex- 
amine this illusion with care, for a destruction 
or weakening of the vitality of the protections 
of our liberties is the sure highway to destruc- 
tion of Liberty itself. 

The encroachments upon our liberties may 
not be overt — ^by repeal of any of the Consti- 
tutional guarantees — ^but they may be insidious 
and no less potent through encroachment upon 
the checks and balances which make its secur- 
ity. More particularly does the weakening of 
the legislative arm lead to encroachment by the 
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executive upon the legislative and judicial func- 
tions, and inevitably that encroachment is upon 
individual liberty. 

If we examine the fate of wrecked republics 
over the world we shall find first a weakening 
of the legislative arm. Herein lay the decay of 
Continental European Liberalism. The lack of 
adequate cohesion among the members of these 
legislative bodies, the disintegration into blocs, 
the futility of discussions and negative action 
which was the inseparable result, so aroused re- 
sentment of the people that they turned them 
out for despotism and “action.” It is in the leg- 
islative halls that Liberty commits suicide, al- 
though legislative bodies usually succeed in 
maintaining their forms. For 200 years the 
Roman Senate Continued as a scene of social 
distinction and noisy prattle after it had sur- 
rendered its responsibilities and the Roman 
State had become a tyranny. 

If we study our own legislatures over these 
later years we witness some of the same forces 
and the same turning of the people toward the 
executive arm, with consequent encroachment 
upon the militant safeguard to Liberty — ^legis- 
lative independence. We have seen some of the 
same lack of political cohesion, the growth of 
indefinite blocs of business, farm, veteran, la- 
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bor, silver, public works, socialist and what not. 
We have seen the potency of these groups upon 
legislation, the primaries, and the elections. 
With every extension of the government into 
economic life, these blocs become more and 
more influential. These weakening poisons 
have further reactions. 

Thus one of the astonishing evidences of leg- 
islative weakening has been the surrender of 
the parliamentary principle that the control of 
the purse was the surest check upon the Execu- 
tive for which parliaments have fought and 
men have died over centuries. In place of this 
hard-won legislative control we have now the 
curious idea that the Executive must protect the 
people from legislative endeavors to please 
group and sectional interests by huge and 
wasteful expenditures. It evidences an enor- 
mous surrender and shift of powers. 

The difficulties of sustaining the balance of 
power between the executive and legislative 
arms, upon which the inviolability of Liberty 
depends, were thus great even without the im- 
pact of Regimentation. 

The first result of this impact was evi- 
denced after the legislation necessary to cure 
a banking panic, in that a host of bills affecting 
the whole future of the country, giving un- 
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precedented powers to the Executive, were 
drafted outside the Halls of Congress, present- 
ed and enacted with scarcely any debate and 
no opportunity for public opinion to express it- 
self. These surrenders of legislative responsi- 
bility will lower respect for the weight of the 
legislative arm in representative government 
which will last a generation, even if they have 
no worse effects. The acts of the recent months 
may be a passing eclipse of representative gov- 
ernment, but a further examination of the con- 
sequences of continued Regimentation will show 
the inevitable increase of atrophy in the legisla- 
tive arm. 

Regimentation leads inexorably to an exten- 
sion of bureaucratic politics in the election of 
members of the Congress. That all bureaucracy, 
old and new, must move and have its being in 
politics to maintain itself is evident. That it 
will as in the past — ^and with infinitely in- 
creased potency — constantly interfere in the 
choice of elected officials, including members of 
the Congress, needs no demonstration to those 
who know something of public life. 

By the side of all this, Regimentation has al- 
ready organized some four hundred trades and 
industries with their officially recognized rep- 
resentatives in the Capital. These representa- 
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tives are made effective in influence upon gov- 
ernment by the cloak of government agency. 
Their 1,500,000 different business firms are in 
every town and village, and each of them has 
potentially more than one vote. The interests of 
these regiments run parallel in many directions. 
Sooner or later their political good-will becomes 
necessary to every elected person. Thus we have 
organized invisible government into a smoothly 
oiled machine. Congress cannot run business but 
business can run Congress — ^to the bankruptcy 
of Liberty. 

Another process withering to representative 
government is the reaction upon a free legis- 
lative body of these enormously extended gov- 
ernmental activities. This becomes evident if 
we penetrate into a few details of this relation- 
ship. Any program of government, no matter 
how laudable or beneficial its aim, to change the 
habits or extend direction over the daily activi- 
ties of the people must, perforce, adversely af- 
fect the interests of some of them. And the 
things here in action cannot be accomplished 
without many injustices, infinite hardships, de- 
privals of property and livelihood. Its sponsors 
believe these sacrifices must be made. We have 
a people highly sympathetic with those who thus 
suffer, for they are still much indurated with 
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their old-fashioned ideas of justice, personal lib- 
erty, and rights. When great changes are pro- 
posed as temporary measures, such hardships 
will be borne with patience. When these same 
changes are developed as permanent new forms 
of government, even though they may seem at- 
tractive to a majority, yet encroaching upon 
centuries of heritage of personal liberty they 
will not be received by the minority without 
protest. Such resistance will rise from a host 
of the constituents to each member of the Con- 
gress and their appeal is at once to him or to the 
press. 

Regimentation has already produced a fac- 
tory of prayer-wheels directed at members of 
the Congress. Every one of millions of tran- 
sactions by the government is at once of selfish 
interest to the constituents of some member. 
Every group interest, every sectional and group 
protest, every failure in working instantly re- 
flects itself in demands upon him. Thus the leg- 
islative arm becomes at once entangled in a vast 
complex of interferences in the administration, 
out of which the member may win or lose votes 
at home. 

In all this welter of pushing and pulling of 
the administrative bureaucracy by members of 
the Congress, the inescapable criticism and in- 
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vestigations from the Congress, the log-rolling 
and politics, no administrative machine can 
function properly. As a result, the Executive 
must sidetrack the legislative arm if adminis- 
tration of such a gigantic complex is to be ef- 
fective. Either a free Congress will sooner or 
later destroy the ability of the system to func- 
tion, or the system will destroy the freedom of 
the Congress. 

In any case, the existence of a legislative 
body in a government which is operating com- 
petitive business or “National Planning” or 
“National Regimentation” creates an irreconcil- 
able conflict reaching deep into the fundamentals 
of Liberty. That is the contradiction of a rep- 
resentative government the very purpose and 
function of which is to protect the unalienable 
rights of men, and a state where man has no 
rights or only part-time rights. 

It is not my purpose to discuss the constitu- 
tionality of the many measures and acts upon 
which National Regimentation has been based. 
Whatever that situation may be, to adhere to 
the spirit of the Constitution and its safeguards, 
including orderly amendment, is the shelter of 
American life. To move away from these safe- 
guards endangers the whole future of the phi- 
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losophy of Liberty and thus the whole future 
of America. On that road one mis-step leads 
to another and then another until primary lib- 
erties are gone. 

We have already noted many examples of 
the violation by Regimentation of the spirit 
and philosophy of Liberty. We may add fur- 
ther particulars which indicate where continu- 
ance of such a system will lead. They include 
instances of refusal of the right of men ac- 
cused of wrong to be heard byindependent tri- 
bunal; the cancellation of contracts with the 
government without any semblance of the proc- 
esses of law; refusal or circumvention of the 
protection of the courts to citizens seeking re- 
dress from the government’s own infringement 
of Constitutional rights ; vesting of taxing pow- 
ers in executive officials; the prosecutions of 
men for selling goods and services at less than 
their competitors; the coercion of merchants 
and manufacturers into accepting the “Blue 
Eagle,” and the instances of subsequent with- 
drawal of it to the ruin of their business by ad- 
ministrative officials, and that without any proc- 
esses of the courts; the set-up of machinery 
which in effect dictates what manufacturers 
and farmers may produce and sell; the coer- 
cion of men to sign the codes and then the de- 
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nial to them of their Constitutional protections 
from administrative action on the ground that 
they had contracted these protections away to 
the government ; the coercions of the people to 
sell a commodity — gold — ^to the government for 
less than it was worth, by denial of an open 
market and by threats ; the whole business of de- 
valuing every insurance policy and every sav- 
ings bank deposit; the surrender by the Con- 
gress of its most serious responsibility for taxes 
and expenditures ; and the whole invasion of the 
legislative responsibility, thus weakening the 
basic safeguards of Liberty. All this, and much 
more that could be recounted, indicate the way 
Regimentation invades the spirit if not the let- 
ter of the Constitution and becomes a transfor- 
mation of government to the point where the 
citizen is entirely subjective to the state. 

The whole process of Regimentation with its 
enormous extension of authority and its centrali- 
zation in the Federal Government grievously 
undermines the State jurisdiction over its citi- 
zens ; State responsibility, and in the end State’s 
Rights. It thereby undermines one of the pri- 
mary safeguards of Liberty. The failure of a 
minority of States to enforce laws which pre- 
vent an abuse of Liberty in employment of chil- 
dren, sweating of labor, manipulation of public 
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markets, bad banking, and such, either compels 
or gives excuse to Federal invasion of State 
functions. But aside from any question of neces- 
sity in these particulars, with their penalties of 
remote controls less adapted to local needs, the 
extension of the Federal government into the 
dictation and operation of business, into direct 
relief, at once destroys some local responsibility, 
weakens some part of local self-government, 
and yields further and further opportunities for 
partisan political action, and brings some new 
infringement upon Liberty. 

One of the greatest achievements of America 
has been the repression of the growth of class- 
distinctions. To cast the nation into the trenches 
of class conflict, artificially stimulated by gov- 
ernment regimentation and propaganda, is to 
stifle the very impulses to progress. The camps 
engage in struggle for self-preservation, and in 
this struggle the true interests of the nation are 
lost in the battles for self-interest with all their 
destructive consequences. That generates more 
and more repression. 

The attempt to impose a forced system upon 
a people who have the traditions of generations 
of freedom drives a wedge through the heart of 
the whole nation. Whereas, under true Liberty, 
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men are divided on ways and means for its frui- 
tion, under the attempt to impose forced eco- 
nomic life they must divide on the most funda- 
mental principle of all — ^Liberty or Government 
domination. Thus the nation is divided upon 
the issue which stirs most deeply the emotions 
of men. 

Civilization has advanced only whenever and 
wherever the critical faculty in the people at 
large has been free, alive, and unpolluted. It 
slumps whenever this is intimidated or sup- 
pressed. That is the most certain lesson of his- 
tory, This shift of human liberties by placing 
the government into business and agriculture, 
whether by operation or dictation, will be re- 
pulsive to the instincts of millions of people, 
and the government, in order to protect itself 
from the political consequences of its actions, 
is driven irresistibly and without peace to a 
greater and greater control of the nation’s 
thinking. 

Bureaucracy has already developed a vast 
ramifying propaganda subtly designed to con- 
trol thought and opinion. The constant use of 
the radio, the platform, and the press, by device 
of exposition, news and attack with one point 
of view, becomes a powerful force in transform- 
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ing the nation’s mentality and in destroying its 
independent judgment. Bureaucracy’s instinc- 
tive defense to criticism is to color the informa- 
tion and news with its objectives rather than 
presenting a cold analysis of results. It goes 
further in resentment to criticism and attempts 
to meet it with denunciation. We witness this 
vituperative impatience from those who believe 
they are serving the common good. Critics are 
smeared by personal attack upon character or 
motives, not answered by sober argument. 
Managed opinion is as much a part of “Man- 
aged Economy,” as “Managed Currency,” or 
as “Managed Agriculture.” All this is the back 
door to repression of free thought and opinion. 
Free speech and free press have never lived 
long after free industry and commerce have 
been repressed. 

No greater commentary is possible upon the 
whole question of free press or the invasion of 
Constitutional protections than the amazing 
contract insisted upon by the organized pro- 
prietors of newspapers with the Executive for 
a confirmation of the Constitutional guaranties 
of free press. That is unique in our history. 

If we needed any further evidence of the 
consequences of continued Planned Economy 
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or Regimentation upon our whole economic or 
governmental system, we may find it in the 
statement of one of its leading American advo- 
cates who is under no illusions. He says : 

“It is in other words a logical impossibility 
to have a planned economy and to have busi- 
ness operating its industries, just as it is also 
impossible to have one within our present con- 
stitutional and statutory structure. Modifica- 
tions in both, so serious as to mean destruction 
and rebeginning, are required.” 


CHAPTER VIII 


THE CONSTRUCTIVE METHODS AND DYNAMICS 
OF LIBERTY 

The purpose of our American System is the 
betterment of the lives of men and women, 
through their economic security, the enlarge- 
ment of their opportunities, and their intellec- 
tual, moral, and spiritual well-being. The glory 
of America is that it has held this vision for all 
the people. The constructive purpose of this 
examination is to show the sole road by which 
these immense objectives can be attained. 

In previous chapters we have examined the 
foundations, the growth, the utility, the ideals, 
and the accomplishments of the American Sys- 
tem. We have shortly reviewed the current 
forms of foreign social philosophies and their 
economic organization. We have examined the 
social, economic, and governmental results and 
the ultimate consequences of National Regimen- 
tation, which embraces some of the elements of 
those foreign systems. We have seen that Lib- 
erty and these alien philosophies are incompati- 
ble systems. But constructive criticism cannot 
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rest here. It requires the examination of the 
’ method for solution of the problems which con- 

' front us and the vitality of our system of Liberty 

to solve them. 

I have stated that the Great Depression ex- 
posed great misuses of Liberty in our system; 
that we received great wounds from the after- 
maths of the War; that we are faced with 
further great problems which are the product 
of our own free spirit of invention and progress. 

The choice before us is not that in rejection of 
Regimentation, Fascism, Socialism, or Cora- 
: munism we accept these abuses of Liberty or 

!; that we have less surety in the cure of these 

! wounds and the solution of these problems. The 

real alternative before us and the real hope of 
humanity is to regenerate our system of Liberty, 

■ which has given so epic an achievement of hu- 

man welfare in the past; that we purify its 
; ' abuses ; that we correct its weaknesses ; that we 

I free the dynamic impulses that cure its wounds 

' : and that daily invigorate its strength to solve 

our problems. 

i: I shall therefore survey first some general 

aspects of our difficulties and the dynamic forces 

1 * which assure progress through Liberty. Then 

for test and illustration of constructive methods 
under Liberty I shall shortly discuss the abuses 
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which have grown within it. And I shall ex- 
amine some larger problems which confront us 
and the alternative effect of other systems in 
their solution. I shall not enter upon the bypaths 
of detailed programs of national action, for the 
transcendent question before our people must be 
the system under which we shall live. 

While all our social and economic and gov- 
ernmental gears are deeply enmeshed, yet at 
this time economic adjustments overshadow the 
others. Our great international problems are 
mostly economic. The maintenance of demo- 
cratic institutions depends mainly upon economic 
solutions. Our great social problems are to be 
solved largely through economic means. And 
the rapid growth of the sense of social responsi- 
bility over a half century brings all these solu- 
tions straight up to one purpose — ^betterment of 
all the people. 

Merely to enumerate some of the problems be- 
'fore us indicates their formidable character. 
The misuse of Liberty and economic domina- 
tions within its borders; the elimination of 
booms and depressions ; technological unemploy- 
ment; the increase in standards of living which 
will absorb the men released by labor-saving de- 
vices; the shifts in weight of debt; the undue 
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proportion of national income at times invested 
in durable goods; the just distribution of in- 
come and wealth; the disparity of income be- 
tween agriculture and industry ; the constructive 
cure of poverty; the increased security of living; 
monetary and fiscal policies ; international trade 
and exchange — these are but part of them and 
they are all concerned with human benefits. 

Our difficulties appear far more forbidding 
when our problems are viewed in the mass than 
when dissolved into their individual parts. Some 
of them lose their importance when they are 
tested with facts and separated from emotions. 
Especially are they forbidding if we forget that 
many of them are marginal problems on 
branches of a system which otherwise functions 
to great advantage to all the people. Others indi- 
cate the primary needs of our times. 

In considering long-view problems, except for 
emphasis, it is unnecessary to relate that our in- 
dustrial civilization has traveled a long way 
from the primitive agricultural state where our 
forefathers laid down the principles of Liberty. 
The increase in families in a single century from 
half a dozen million to two dozen million re- 
quires of itself much co-operation to keep them 
from jabbing elbows. With the whole industrial 
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development the invisible forces of economic life 
are far more potent and proceed with infinitely 
greater speed. The doings of some unknown 
speculator in New York or Chicago or San 
Francisco may have serious consequences in a 
thousand homes throughout the land. Remote 
events in other parts of the world affect the wel- 
fare of a million American farms. The cotton 
mill employing child labor inflicts great injuries 
at home and reverberates upon another com- 
munity where thousands are thrust out of em- 
ployment from inability to compete. The march 
of science and invention is constantly toward 
larger economic instruments and, with all their 
blessings, they offer new methods and new op- 
portunities for wickedness and economic oppres- 
sion. 

Our problems today are all strongly sil- 
houetted against the background of depression. 
In the shadows of unemployment and misery of 
agriculture and business, causes are confused 
with effects. We dwell greatly upon the abuses 
and weaknesses of our system, exaggerating 
them out of all proportion. We at times overrate 
and at times underrate the powers of govern- 
ment in solutions. Emphasis is more often given 
to the emotional or the spectacular rather than 
the real. We fail to distinguish the fundamental 
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from the superficial. Short cuts are taken which 
lead to the bog. And from all this maze of prob- 
lems and emotions many thoughtful people as- 
sume that our difficulties are due to an irre- 
concilable conflict of Liberty with our complex 
Industrial Age, that the free human spirit which 
created this modern civilization has made its 
own Frankenstein’s monster. 

We must not conclude that ours is the only 
generation which has thought this, nor the first 
that has had to meet great perplexities. Men of 
every generation have envisaged their problems 
in terms of despair, but the dynamic impulses 
given to men from Liberty always have found 
tolerable solutions, so tolerable that a gigantic 
progress swept onward from generation to gen- 
eration. If we would find the solutions for our 
problems, we cannot blink at the extent of our 
difficulties, nor underrate the resolute, unafraid, 
and enterprising spirit by which they must be 
met. But this spirit is alone the quality of free 
men and women. It is not the quality of men and 
women reduced to dependency of thought and 
action by regimentation. 

In the pressure of the times many people 
analyze our difficulties of today as if they were 
due to inherent and incurable defects in the eco- 
nomic system of Liberty. They greatly confuse 
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as apparent defects the weaknesses of individ- 
uals which will appear in any system, or the 
many transitory inheritances of war and its emo- 
tional aftershocks. Our people demand violent 
action in the cure of economic wounds when in 
fact their cure should be like those of bodily 
wounds. They must often be cured by the build- 
ing up of the cells of the economic body under 
careful nursing and antiseptics, rather than by 
surgery or patent medicines. In Liberty alone do 
the economic cells have the motivation and stim- 
ulation to action; repression kills them. And we 
should distinguish between economic wounds and 
economic disease. And above all we must beware 
of economic hypochondriacs. 

In weighing the utility and genius inherent in 
a system built upon Liberty to solve such prob- 
lems, it is difficult at times to preserve a long-dis- 
tance forward perspective and a patience with 
the movement of human forces. But the same 
fogs have arisen in every depression — ^to be 
largely dissipated by the rising sun of recovery. 
In any event, two things are certain : we could 
see these problems in their true proportions and 
determine remedies much more effectively after 
a measure of recovery. The taking of strong 
drugs for them while still suffering from eco- 
nomic wounds of the war aftermaths does not 
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conduce to clarity of vision or to rapid recupera- 
tion. 

The continuous adjustment of our society to 
new forces introduced by advancing science, the 
unending battle against economic domination, all 
require constant reform and amendment of our 
laws if we are to preserve Liberty. The growing 
recognition of public responsibility in the ad- 
vancement of general welfare requires new com- 
mitments of government. Reform and amend- 
ment of our methods require experiment. But 
there is as much danger in haphazard, ill-consid- 
ered experiment as in stubborn opposition to all 
corrective movement and change. Experiment 
must be based upon the tenets of Liberty and ex- 
perience and not blind trial and error practiced 
upon Liberty itself. 

If we would maintain our system of Liberty 
we must obviously confine the activities of gov- 
ernment within certain boundaries. We must 
find solution to our problems without encroach- 
ment upon the guaranteed liberties, we must find 
them without impairment of the checks and bal- 
ances of their guarantees. And that includes the 
field of State and local responsibilities as well as 
the Federal division of powers. 

For once we begin to dim and limit our system 
of Liberty, the secondary results of diminishing 
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productivity and increasing avarice will immedi- 
ately take command and bog down the whole 
social structure. 

The challenge to us is that the purpose of 
American life cannot be accomplished by the 
methods of Liberty and within the frame of a 
government that cannot itself infringe upon 
Liberty. The advocates of Regimentation de- 
clare that the American System leads to chaos. 
In demanding dictation of economic life they as- 
sume that the system of Liberty has not the vi- 
tality, the flexibility, the spiritual drive, to cope 
with the practical problems of modern economic 
organizations ; that we must stifle the individual 
impulses of ordered Liberty for wishful eco- 
nomic efficiency through bureaucratic dictation 
under a new system that is economic and political 
tyranny. 

Indeed one of the most profound questions 
and a test of any society is whether it possesses 
regenerative forces within itself to work out its 
own solutions. The oldest answer of Liberalism 
to even benevolent dictatorship has been that 
such benevolence and its supposed efficiency are 
not continuous; that the even succession of 
genius does not occur; and that a free society 
which evolves its own correctives and contains 
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its own dynamic forces within itself may be at 
times less “efficient” but is the only society as- 
sured of permanence. Also a free society makes 
character in men which cannot be attained in de- 
pendency upon government. 

The dynamic forces which produce progress 
lie deep below the surface in those human im- 
pulses which flower only in freedom. It is alone 
through the release of these instincts and aspira- 
tions that men and women develop their capabili- 
ties to the utmost. It is certain that the national 
sum of this utmost far surpasses that lesser sum 
which is inevitable under the repressions and in- 
terferences of all other systems. It is alone free- 
dom of thought, of speech, of press, and the 
right to organize that give life and effectiveness 
to protest and correction of oppression and 
abuse. Liberty offers this unchallenged founda- 
tion for a progressive social system. 

A declared part of the philosophy of those 
who object to our American System is the no- 
tion that America has reached the end of the 
road of economic development — ^the end of the 
road of progress. We have been told that our 
industrial plant is built, that our last frontier 
has long since been reached, and that our task is 
now not discovery or necessarily the production 
of more goods, but the sober, less dramatic busi- 
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ness of administering the resources and plants 
already in hand. 

That is a false assumption, for the frontiers of 
science, invention, and the inspirations of human 
behavior are as yet but barely penetrated by 
men. When we concede that progress is ended 
we concede that hope and new opportunity have 
departed. That is the concept of a static nation. 
It is necessarily the philosophy of decadence. 
No society can become static, it must go forward 
or back. Every society even to hold its gains 
must look forward to betterment. Its face must 
be bright with hope as have been the faces of 
generations of Americans. No society will func- 
tion without confidence in its future opportuni- 
ties. To maintain hope both for society and for 
the individual is indeed the first need of the 
world. 

And ours is an economic system which for its 
own stability demands new inventions and new 
discoveries. Otherwise it halts and falters with 
infinite miseries. We must have new articles and 
new services which absorb those workers re- 
leased from constant perfecting of the methods 
of making the older articles and services. The 
new wants and desires which arise from new 
additions to the standard of living, the new pur- 
chasing power which comes from economy in 
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producing the already established standards are 
the motors that urge the wheels of economic 
progress. 

The promise of continuing progress Liberty 
answers not only with a proud record of accom- 
plishment, but with a dynamic philosophy of life. 
There are vast continents awaiting us of 
thought, of research, of discovery, of industry, 
of human relations, potentially more prolific of 
human comfort and happiness than even the 
“Boundless West.” But they can be conquered 
and applied to human service only by sustaining 
free men, free in spirit, free to enterprise, for 
such men alone discover the new continents of 
science and social thought and push back their 
frontiers. Free men pioneer and achieve in these 
regions; regimented men under bureaucratic 
dictation march listlessly, without confidence 
and hope. 

If we would continue progress by maintain- 
ing those freedoms of which progress is born, 
we at once have also to solve in that same flux 
of freedoms the vast accumulation of problems, 
which the very complexity of modern civilization 
has brought upon us. 

In putting forward the method of construc- 
tive solution of our difficulties it is not necessary 
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to rely upon the generalizations I have stated, 
dominating as they are. We may also examine 
a few major problems which have the widest 
social implications to determine whether there 
is the method and vitality for their solution with- 
in these boundaries, or whether violations of 
Liberty offer the only hope of solution. 

There are two great categories of these prob- 
lems which like all social, economic, and govern- 
mental problems are much interwoven. The first 
is the abuses of Liberty from within and the sec- 
ond the broad problems which the Industrial 
Age and the War have brought to civilization. 
We will deal first with the abuses of Liberty. 



CHAPTER IX 


THE ABUSES OF LIBEKTY 

While human frailty and human ingenuity 
develop many sins against Liberty in many 
fields, it is the abuses in the economic field which 
have been our most serious problem for the past 
two generations. In this time the major battle 
of Liberty has been against nascent and spo- 
radic, big and little economic tyrannies to which 
the greed and love of power in men incline, and 
which the opportunities of the Industrial Age 
have much diversified. Betrayal of trust, manip- 
ulation, monopoly, exploitation, improper in- 
fluence upon government, and all the other mani- 
festations of predatory greed are traitorous to 
the high purposes of American life. 

Liberty is not to be had or held without effort. 
Abuses will develop in any economic system. We 
should frankly acknowledge them. But we 
should examine them to determine whether they 
are marginal problems in a system otherwise 
sound, whether the dynamic forces of Liberty 
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are equal to their cure, whether there are con- 
structive methods for their control, and whether 
some other system of society offers a better so- 
lution. 

The abuses of Liberty fall naturally into two 
separate groups. First is the betrayal of public 
and private trust by individuals, and second are 
the problems of economic exploitation and dom- 
ination which arise in modern business organi- 
zation. 

We have had heart-breaking betrayals of 
trust both in public and private life, mostly 
through crime or through loopholes in the law. 
Equally wicked and less known are those who 
have operated to destroy business and values of 
securities that they might profit from the losses 
of the people. 

Such betrayals are not alone stealing of 
money. They injure the most precious faith 
that has ever come to a people — faith in Liberty. 
They cannot be atoned for by restitution or pun- 
ishment. The men who have been guilty of these 
betrayals have, by breaking down confidence in 
our institutions and our economic system, by 
the prejudice, hate, and discouragement they 
brought to our people, by the furious impulse to 
insensate action they aroused, contributed more 
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to the cause of Regimentation, Fascism, Social- 
ism, and Communism in the United States than 
all the preachments of Mussolini, Hitler, Karl 
Marx, or Lenin. No one has a right to condone 
an atom of it; anyone of even feeble instincts 
of righteousness will condemn every particle of 
it. 

Because for a time a gangster runs loose, we 
must not assume that crime prevails through 
the whole American people, nor that the law or 
national ideals of decency and honesty have 
ceased to function. It is equally untrue that the 
more cultivated gangsters in big business repre- 
sent either the morals or the regard for law in 
the general conduct of the financial and indus- 
trial institutions of the country. Betrayals of 
trust are not a part of the American System. 
They are violations of it. It is individual men 
who violate laws and public rights. It is men 
and not institutions or the economic system that 
must be punished for betrayals of trust. As in- 
dignant as we should be at such events, and much 
as they represent a serious evil in American life, 
we should remember that these instances are ex- 
ceptions and not the rule, else they would long 
since have destroyed the Republic. We must not 
forget the great evidence of character from the 
untold hundreds of men who have reduced them- 
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selves to poverty to protect those who had re- 
posed trust in them. 

Greed and dishonesty are not incidents solely 
of the American System. A multitude of current 
examples could be adduced to prove that they 
infect all other countries and all other forms of 
society. We should not be stampeded into the 
belief that the liberty of a whole people held over 
these years of our national life should be aban- 
doned for punitive purposes. We do not need 
to burn down the house to kill the rats. 

The effects of economic abuse, exploitation 
of labor and of the public, and other economic 
dominations are of vastly greater importance 
than the occasional betrayal of trust. They are 
largely correctable by economic organization 
and legal administration. Their greatest correc- 
tive however is devotion to the Sermon on the 
Mount. 

Competition is in a large measure the most ef- 
fective and dependable check upon rapacity and 
a preventive of economic domination and tyr- 
anny. The abolition of competition would lead 
to the death of production and progress in eco- 
nomic life. Yet competition is open to marginal 
abuses which must be regulated. Common hon- 
esty is not universal; some groups will conspire 
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to avoid competition; some competitive proc- 
esses, while not dishonest, yet result in destruc- 
tive action which oppresses labor and the pub- 
lic; and some industries, by their nature, are 
semi-monopolies, where reliance upon competi- 
tion is an insufficient safeguard of the public 
interest. Beyond these are the financial manip- 
ulation of business agencies; vicious specula- 
tion in their capital stocks ; exploitation of the 
investor; and improper interference by business 
in government. These multiplied by the oppor- 
tunities of new invention, new industry, and new 
ingenuity produce new loopholes for oppression 
and limitation of equal opportunity. The most 
precious ideals of American life have at times 
been dreadfully abused. 

Perverse initiative will not do. There is no 
Liberty if the initiative of men may be freely 
devoted to robbery and tyranny, no matter in 
what guise. But after all these activities are but 
a small part of the great field of human action 
where constructive and scrupulous endeavor 
produces the great movement of national life. 
The opponents of the American System cite 
these misuses of Liberty as if they were its over- 
whelming characteristics. That they are mar- 
ginal problems can be demonstrated in a few 
sentences. The billions of daily transactions 
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among our people are carried on in justifiable 
confidence in integrity and fairness, or the eco- 
nomic clock would stop. The oft-repeated state- 
ment that 200 corporations control 90 per cent 
of the nation’s wealth diminishes on examina- 
tion to the fact that all corporations in the coun- 
try, outside of banking and insurance companies, 
hold 30 per cent of the national wealth. Of this 
about one-third are small enterprises. Of the 
whole figure of 30 per cent, about one-third are 
railroads and utilities whose profits or rates are 
regulated, and the balance are of the competitive 
category. These corporations are not a thing 
apart from the people for they are owned by 
somewhere between six and ten million families. 

Economic abuses or tyrannies do not always 
spring from greed, though that is often enough 
their origin. They often arise from a desire for 
power. The man of feudal type of mind is often 
generous and honest with a tinge of benevolence 
in his tyrannies, convinced that his is the correct 
service to his fellowmen. His legal defense and 
his excuse is usually his false interpretation that 
the right of property or power over property ex- 
ceeds the other rights, protections, and duties of 
Liberty. Liberty denies that the right of private 
property can be used to invade other rights and 
the establishment of this fact has been one of 
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the struggles between true Liberalism and “the 
public be damned” attitude. But to deny that 
property can be so used is not a denial of the 
right of property. It is a denial of the right to 
use it for oppression. This type of mind will be- 
come even more obnoxious and dangerous in the 
opportunities for grasp of power in other so- 
cial systems. 

That the spirit of Liberty has been awake and 
virile in opposition to all forms of economic op- 
pression requires no more proof than mention of 
the agitations at different times over “The Rail- 
road Octopus,” “The Wheat Pit,” “Money 
Power,” “Robber Barons,” “The Trusts,” 
“Special Privilege,” “Monopolies,” “Big Busi- 
ness,” “Power Trust,” “Wall Street”— all of 
which have a tincture of demagoguery, but they 
indicate a live public emotion in expression of 
fear of oppression from the constantly develop- 
ing instrumentalities of industry and commerce. 
Nor have these fears been without warrant. 

In prosperous times our people refuse to act in 
vigilance over their rights, and wrong-doing is 
then obscured by success in enterprise. We are 
aroused to remedial action only by vivid expos- 
ure of wrong-doing, long after our wiser men 
have protested. Hidden abuses come to the 
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surface in times of stress and strain, and our 
people, moved by proper indignation, are easily 
led to the belief that the American System is at 
fault, and then to destructive action. We then 
confuse the mere size of honestly conducted en- 
terprise with oppression. 

Economic tyrannies are much older than Lib- 
erty. Indeed, our liberties were part born in re- 
bellion of our forefathers from such tyrannies, 
a list of which appears in the Declaration of In- 
dependence. If we survey our experience since, 
we find that within the American System we 
have acted inexorably — albeit at times slowly — 
either by the States or by the Federal Govern- 
ment to remedy economic oppression. 

We have developed State and Federal regula- 
tion of competition through the anti-trust laws 
by which we compel competition. We have so 
greatly succeeded in maintaining competition 
that Regimentation now claims it is too vigor- 
ous and that it should be greatly reduced by law. 
In the semi-natural monopolies, we have devel- 
oped the regulation of rates, services, or profits 
in canals, turnpikes, railroads, ferries, electric 
power, gas, water, telegraphs, telephones, radio, 
and others. We have regulated the businesses 
engaged in public trust such as banks, insurance 
companies, building and loan associations, and 
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Others. We have required purity and proper 
presentation of goods. We have established the 
protection of health, and conditions of labor of 
men, women, and children, we have insisted upon 
fair competitive action, and acted in a score of ' 
other directions. Such regulations must be peri- 
odically revised but the long history of these 
advances demonstrates that Democracy can re- 
main master in its own house. 

The movements in regulation have all been 
battle-grounds in the definition of the borders 
between Liberty and economic oppression. 
These borders are not always exact, but they 
are capable of discovery and reasonable deter- 
mination. 

In regulation there must be the minimum 
necessary to attain true public ends. That is 
sound economics as well as Liberty. Otherwise 
industry is frozen and its development stunted. 
In our regulating devices there must be a sharp 
separation of judicial from executive powers 
through a definition of what is required by 
specific statutory laws. And enforcement of 
these laws must be by a politically free judicial 
system in which there is full access to higher 
courts. The individual must know precisely 
what his obligations and securities are, and 
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must have the full protection of the courts in 
their inviolability. Thus we hold to the preser- 
vation of a “government of laws and not of 
men” — the first bulwark of Liberty. Our in- 
creasing tendency over years has been to vest 
vital regulatory powers in executive officials or 
alternatively to subject some judicial commis- 
sions to effective executive control. That is a 
crack in the wall against political tyranny. It 
chills initiative and enterprise by uncertainty 
and subjects it to politics which is worse. But 
still worse, where judicial authority is held by 
executive officials, the threat of their executive 
authority leads the citizen to acquiesce in in- 
justice. 

There is another boundary between those 
necessary regulations defining and inhibiting 
wrong-doing with property and, on the other 
hand, the inevitable tyranny of the state when it 
directs and dictates to men how they shall use 
their property. That is the distinction between 
the state as a policing agency and bureaucracy 
as the manager of business. The essence of 
American Liberty is to assure men the secured 
right to every activity which does not trespass 
the rights of others. Regulation as to what men 
may not do must not be confused with regimen- 
tation of men into platoons under a govern- 
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mental corporal. That is the whole distinction 
between men possessing rights which cannot be 
transgressed by the state, and men merely as 
pawns of the state. 

In all regulation we have another and very 
practical problem — ^that is, in building walls 
against oppression, that we do not, in seeking to 
save all the foolish and to prevent all the possible 
permutations of sin, damage the contributions to 
progress by thousands of honest men. 

In our economic system there are certain self- 
acting restraints upon domination and abuse. 
The first of these is, of course, competition. An- 
other is intelligent self-interest. Mass produc- 
tion succeeds by increased buying power, and 
increased buying power arises from increased 
wages and salaries. Production and distribution 
succeed by confidence of the customers. And in 
these days customers are affected by the attitude 
of business concerns upon public questions and 
their attitude toward their employees as well as 
by the merit of their product, and do not hesitate 
to exercise their choice. 

There has been a great growth of the sense of 
trusteeship to the nation in the responsibilities of 
corporate management. That is not a universal 
solution but it is a contribution to our corporate 
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problem. The fact of wide-spread public indig- 
nation at violations itself indicates the growing 
standards demanded. No amount of regulation 
can replace such a sense of responsibility and its 
growth will march with the growth of public 
conscience. 

Another self-acting regulation is free co-op- 
eration, by which the balance of strength among 
the groups in the system is maintained. The co- 
operation among farmers in marketing, the co- 
operation of labor in collective bargaining, to 
meet the aggregated capital of employers, the 
great mutual insurances, the building and loan 
associations, and savings institutions, are in- 
stances. 

And we have gone further. We have properly 
used the credit and leadership of the govern- 
ment to promote great co-operative purposes — 
the Federal Reserve Banks, the Federal Land 
Banks, the Federal Home Loan Banks, the 
Farm Co-operatives. Here again there 'must be 
defined the boundary where government steps 
over the fundamental rights of free men and 
into tyranny. To avoid this these organisms 
must be so devised that they are operated by and 
ultimately pass into the ownership of those 
groups for whose better co-operation they are 
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created — ^with only such minor governmental 
regulation as secures fair play, but without dic- 
tation by government or politics. 

Free co-operation is never the extinction of 
personal Liberty. It is a strengthening of equal 
opportunity. 

If we would search for the origins of our re- 
cent difficulties from abuse of Liberty, we will 
find that much of it is the by-product of booms 
and slumps, and that a large part will disappear 
when we have planed out those interruptions in 
economic life. We shall find also that these 
abuses do not lie in the actual operation of our 
production and distribution system as much as in 
our financial system. Also, if we survey the evi- 
' dence, we shall find that betrayals of trust have 
largely disappeared from the industrial and dis- 
tribution field. They have appeared mostly in 
the financial and banking fields. The increasing 
growth of domination by financial agencies over 
the industrial and distribution agencies has led 
to abuses by exploitation and vicious speculation 
which are in no sense the fault of the industries 
themselves. 

The financial and credit set-up should be mere- 
ly a lubricant to the systems of production and 
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distribution. It is not its function to dominate 
and direct these systems. Moreover, that it 
should be so badly organized, that the volume of 
credit, whether long or short term, should ex- 
pand and shrink irrespective of the needs of pro- 
duction and distribution, that it should be the 
particular creator of emotional fear or opti- 
mism ; that it should be diverted from essential 
use in production and distribution to manipula- 
tion or speculation ; that its functions should be 
misdirected to wildcat promotion instead of con- 
struction; that its depositories should be inse- 
cure ; that there should be betrayal of trust and 
exploitation — ^all this is intolerable. 

For some time, as I have said, we have needed 
to revise the older laws covering State and Fed- 
eral regulation of the banks, financial institu- 
tions, and public exchanges in order to correct 
these evils and insure an organization adapted to 
our modern needs. This field has been hitherto 
left very largely to the States. From the failure 
of the States to carry out their responsibilities, 
and the interdependence of these institutions 
across State lines, we are forced to new adjust- 
ments in regulation. Better systems of finance 
and banking, against which the people find no 
complaint, have been found possible in other 



THE ABUSES OF LIBERTY 165 

countries without the abandonment o£ Liberty. 
It is possible in America. 

We need revision and co-ordination of our 
State and Federal regulatory laws in many 
other directions — over railroads, electric power, 
and other semi-natural monopolies, over waste 
of our natural resources, and over destructive 
competition which produces child labor and 
sweatshops. I have discussed these questions 
and those of stimulated co-operation in public 
interest on many occasions and it is not nec- 
essary to amplify them here. The objectives 
sought in public interest can be accomplished 
within the domain of Liberty and without im- 
position of dictation and regimentation. 

The question is, can we keep down the abuse 
of Liberty through the methods and principles 
of the American System or must we sacrifice 
Liberty and resort to Regimentation or some 
other system of bureaucratic operation or dic- 
tation of business ? Will anyone but revolution- 
ists say that the government should take over 
and operate the business agencies of the coun- 
try because of sporadic sin ? Does anyone seri- 
ously doubt that we are capable, by regulation 
of the power companies, railroads, and other 
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industrial agencies, of assuring that they will 
perform their functions fairly? Does anyone be- 
lieve that these problems of effective organiza- 
tion and regulation of mere banks are so in- 
soluble that we must sacrifice the liberties of a 
free-born race? 

The proposals of other systems are that these 
marginal abuses of Liberty from the right — 
which is business — are to be replaced by major 
abuses of Liberty from the left — ^which is Bu- 
reaucracy and Tyranny. If the government has 
not the capacity, through regulation, to accom- 
plish the easier task of an umpire, surely it can- 
not direct or run the system itself. Men chosen 
by election for oratorical triumphs or selected 
by bureaucracy will on average be no more hon- 
est, far less competent, and much more oppres- 
sive to Liberty than merchants, bankers, and 
industrialists operating under the law. 

The alternatives. National Regimentation, 
Fascism, Socialism, or Communism, lead only 
to bureaucratic tyranny. Within the domain of 
Liberty is the sole system in which the dynamic 
forces of freedom of expression can give life 
to opposition and effective correction to abuse, 
whether from business or from bureaucracy. 
There is no doubt that the weeds of economic 
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abuse will grow in the garden of Liberty. The 
fertile soil of this garden also produces the fine 
blossoms of enterprise and invention. Evil as 
the weeds are, it is far better to expend the labor 
to extirpate them than to lose the whole garden 
through the blight of tyranny. 



CHAPTER X 


ECONOMIC STABILITY AND SECURITY 

Beyond the question of internal abuses, an in- 
quiry into the constructive method of social and 
economic organization for the future should 
consider the vitality of the system of Liberty 
to improve stability in the economic system, se- 
curity in individual living, to attain just dis- 
tribution of national income, and to cultivate 
our relations with other nations. 

The first problem in public mind is the re- 
covery from this depression. It involves ques- 
tions pertinent to this examination. In this light 
it may be asked: Is the Great Depression the 
product of the economic system of Liberty? 
Can this system furnish recovery from it? 

It is of course necessary to deny any war 
contribution to its causes if one is to justify the 
claim that this depression was due to incurable 
defects in the economic system and that, there- 
fore, all business should be regimented under 
government dictation — ^which is nonsense. 

The depth and violence of this depression 

i68 
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were enormously increased by its war origins 
and the aftermaths of inflation. To blame the 
American System for the Great Depression is 
necessarily to blame it for the Great War. The 
depression was a step in the liquidation of the 
war, and that holocaust originated in the des- 
potisms of Europe. We should remember that 
humanity never has devised, at any time or at 
any place, nor ever will devise, an economic, so- 
cial, or political system which can pass unin- 
jured through the ravages of war. 

That other causes than war contributed to 
the Great Depression will readily be admitted, 
but the most terrific destructive impacts upon 
our economic system, already disorganized by 
our own inflation, by our own industries unbal- 
anced by the war and by our own speculative 
madness, came in 1931 out of the war-caused 
financial collapse of the area of former despot- 
isms of Central Europe. They came with such 
violent repercussions that even the “Planned 
Economy” of Fascism in Italy and of Socialism 
in Russia suffered equally with all other na- 
tions. Our economic system built on Liberty is 
a system designed for peace. If war for other 
than defense is to be our purpose, we may stop 
this discussion at this point and admit that some 
other system must be adopted at once. 
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Our system of Liberty proved its vitality to 
recover even from this particular and unusual 
depression just as it did from the great depres- 
sion which followed the Civil War. The tre- 
mendous battle to prevent world economic chaos 
was fought concurrently in many countries in 
the summer and fall of 1931 and the winter and 
spring of 1932. The depth of the depression 
had been passed in the summer of 1932. The 
lifting effect of domestic and world measures 
and the natural forces of recovery became evi- 
dent in every branch of national life during the 
summer and fall of 1932 — as they did also in 
the sister democracies, the British Common- 
wealth, and France. Increase in employment, 
increasing prices in securities and commodities, 
all marked this turn of the tide. 

Ours was the only country in which there was 
subsequent hesitation in this forward movement. 
The election by its determination of an abrupt 
change in national policies naturally brought a 
break in the march of confidence and recovery. 
This hesitation quickly transformed itself into 
alarm among an enlarging circle who were con- 
vinced that under the new policies the gold stand- 
ard would be abandoned, that inflation and enor- 
mous government outlays and borrowing would 
be undertaken. These alarms resulted in vast 
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I withdrawals of gold, a flight of capital abroad, 

and runs upon banks, despite the solvency of 
i the system as a whole, which quickly precipi- 

j tated a banking panic. After the banks were 

[ reopened it was found that those which were 

!! declared sound covered over 92 per cent of the 

deposits of the country. 

Recovery from this depression is inevitable, 
though it may be slowed up by government poli- 
cies. The outstanding fact is, however, that two 
I great Liberal nations, the United States and the 

I British Commonwealth, demonstrably turned 

' from the World Depression in the summer of 

■ 1932. If confidence were restored in the securi- 

ties of Liberty we should move forward irre- 
' sistibly. 

I Economic stability is the first need for any 

I; system and indeed for the preservation of Lib- 

I erty and the survival of civilization itself. The 

I major disturbers to stability are wars, whether 

military wars or trade wars; unbalanced 
budgets, with their perpetual threat of infla- 
tion; unstable currencies; and booms and their 
i recoil of depressions. I have already touched 

; upon fiscal and currency methods in their dan- 

gers to Liberty. 

j The boom and slump are also in large degree 



172 THE CHALLENGE TO LIBERTY 

within our own control. These storms are 
marked by over-optimism, by inflation of credit 
or currency, overexpansion, overproduction, vi- 
cious speculation, waste and exploitation — fol- 
lowed by the inexorable liquidation of these 
indulgences, marked by exaggerated fears, 
deflation, stagnation, unemployment, losses to 
business and agriculture, bankruptcy, and infi- 
nite misery. 

In solution of this problem lies a major con- 
tribution to a great area of associated problems, 
such as destructive competition, sweated labor, 
rapacious speculation, financial instability and 
exploitation, unemployment, and periodic over- 
expansion of industry, for they are all part of 
the same vicious cycle. 

The ordinary cyclic movements of boom and 
slump can be greatly reduced in their effects. 
To assume that the ravages of speculation and 
the out-of-balance of production and consump- 
tion are wholly their cause is to confuse part of 
the origins of the disease with the symptoms. 

Without entry into detail, our recent experi- 
ence shows that we have not given sufficient 
weight to the tides of mass emotions of opti- 
mism and fear, both in their origination and 
their acceleration of the height and depth of 
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these movements. If the human race had not 
been born optimistic, it would have committed 
suicide fifty centuries ago in the face of the dif- 
ficulties that began with the dawn of civiliza- 
tion. And I may add that man is also an animal 
given to speculating upon his hopes. He quickly 
accelerates these hopes under mass emotions. 
But he is equally subject to panics of fear which 
profoundly influence mass behavior in the op- 
posite direction. 

To indicate the importance of the part which 
these emotions play in our modern economy, I 
may cite that, in President Washington’s time, 
the proportion of human labor devoted to the 
production and distribution of commodities not 
essential to bare food, clothing, and shelter quite 
likely did not amount to more than a small per- 
centage of the total. Today, we probably find 
more than half of our employment in the pro- 
duction and distribution of non-essentials, that 
is, goods and services other than the bare neces- 
sities of life. Whereas optimism and fear do 
not greatly affect consumption of essentials at 
any time, yet such non-essentials are enormous- 
ly and instantly afiPected by boom and slump 
psychosis. Today, at the slightest appearance 
of over-optimism, the people concurrently in- 
crease their standards of living and their new 
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enterprises with consequent acceleration of the 
consumption of non-essential goods. On the 
other hand, fear quickly causes restriction in 
living, a hesitation in enterprise, and an abrupt 
slowing down of the whole economic machine. 
Moreover, in the early days of the Republic, 
optimism or fear moved very slowly, because 
of the lack of both communication and economic 
understanding. Today waves of hope, confi- 
dence, and fear spread almost instantaneously. 
The failure of a great bank in Vienna reverb- 
erates in San Francisco in an hour. 

The consequence is that the modern ebb and 
flow of emotional tides become infinitely more 
accelerated and more devastating. And both 
optimism and fear feed upon themselves, for 
emotional men always strive to anticipate re- 
sults. Fear alone often creates a very hurricane 
of destruction. 

We have learned from this recent experience 
that the most dangerous impact of fear is upon 
the financial and credit structure, for that is 
the most sensitive and the most defenseless 
agency under attack by fear. Soundness of 
assets is no protection against a bank run. The 
appearance of fear in depositors at once affects 
the bankers, and with their curtailment of credit 
they further stifle production and consumption. 



ECONOMIC STABILITY AND SECURITY I75 

Milder forms of fear may be only a check upon 
business activity, but in its violent form of bank- 
ing panic it becomes paralysis. 

The dominant accelerator of optimism and 
speculation is credit or currency inflation. We 
are thus brought again to the necessity for the 
establishment of a stable financial and credit 
system as the first major attack upon the vicious 
cycle of optimism and fear. That is, we require 
a system which will serve as a brake upon that 
optimism and inflation which create booms, with 
their speculative building or gambling, and will 
also be impregnable to destruction from the 
fear which accelerates depressions. 

There are other elements which contribute to 
the periodic distortions and the unequal advance 
of industry.^ Some are in part causes and in 
part effects and some are uncontrollable under 
any system, such as events in foreign countries, 
the effect of climatic and other periodic influ- 
ences on production, and new and revolutionary 
inventions. Some are correctable. Some are the 
pains of growth, which we could accept with 

1 There is much current discussion over the contribution to 
instability of the effect of ill-balance between savings and expen- 
ditures on consumption goods, and the ratio of profits and wages. 
Irrespective of the merits of the thesis the emphasis upon these 
factors would be moderate if the exponents would spread before 
them the national balance sheet, determine the actual amounts 
that are involved, and bear in mind with less violent depressions 
the amounts involved in these factors are much less. 
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equanimity and deal with by prevention of suf- 
fering and better foundations of individual se- 
curity. 

But aside from the threat and consequences 
of war, and the effect of budget deficits and un- 
stable currencies, when we have improved our 
financial organization we shall have solved the 
vicious acceleration of optimism and fear and 
thus greatly narrowed the violence of booms and 
depressions with their deserts of unemployment 
and agricultural misery. We shall then have 
eliminated a large part of the periodic ill-bal- 
ance of production and consumption, and shall 
have removed much of the opportunity for ex- 
ploitation and vicious speculation. All this is 
possible of achievement within a system built 
upon Liberty. 

The cure of booms and slumps proposed by 
Regimentation, Fascism, and Socialism is that 
the government operate or dictate the economic 
system. But practical experience in the other 
countries under those systems does not show any 
evidence of either prevention or cure. 

A large part of social hope, economic thought 
and governmental action in our times is directed 
to the provision of greater individual security 
of life and living. It is by the allurements of in- 
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stant solution o£ this fundamental human prob- 
lem that all the new systems of society super- 
ficially commend themselves. 

The American System envisages this problem 
as the abolition of poverty among those who 
have the will to work and thus the abolition of 
that haunting specter of humanity — the fear 
of dependency. Therein lies great freedom of 
spirit. 

There has been — ^at least since our society 
realized that its new inventions enabled it to 
produce a plenty — a general acceptance of the 
responsibility that the system should provide a 
foundation of security to the deserving which 
would aflford them economic safety and free- 
dom from fear. And the gospel of Christ im- 
poses upon us the duty to see that those who 
have suffered misfortune shall also be protected. 

But the first requirement of solution is to 
sustain an economic system which has proved 
its ability to produce a “plenty” of goods, ser- 
vices, and comforts adequate for the needs of 
the whole population. 

And again it can be said, and with emphasis, 
that there is no other system, whether it be 
Regimentation, Fascism, Socialism, or Com- 
munism, that does not slow down the human 
stimulus and thereby decrease the volume of 
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production. Without this plenty we may as well 
stop talking about the problems of poverty and 
insecurity, for we will have nothing to talk 
about but insecurity and poverty, and those will 
become the sole source of our emotions. 

Having secured the “plenty” and the constant 
forward movement of the standards of living 
are nine-tenths of the great battle of humanity 
against poverty. This victory imposes the duty 
of winning the remaining sectors. They lie to- 
day mainly in finding greater stability for em- 
ployment and agriculture by straightening out 
the economic cycle, and finding systematic meth- 
ods of positive individual security against the 
misfortunes of unemployment and sickness, and 
for assurance in old age. 

The advances already made in economic se- 
curity must not be overlooked. Security has 
been provided in education, public health, a vast 
area of medical treatment, wide ranges of rec- 
reation, care of orphans, pensions to the needy 
and the aged in many States, public pensions to 
government servants, to veterans, private pen- 
sions in educational institutions, hospitals, and 
many industries, and the assumption of respon- 
sibility by government to relieve distress from 
depression unemployment. A vast amount has 
been accomplished in providing the security 
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which lies in independent home and farm owner- 
ship, in building- up of insurance and savings. 
Also we should not ignore the indirect effect of 
powerful economic forces operating in our sys- 
tem, such as the spirit of maximum efficiency in 
American labor and agriculture; the incentives 
to spread consumption through low unit costs 
of production and profit and the highest possible 
wages ; and the division of the available work. 
These are all no doubt contributory to profitable 
and stable business, but as they profoundly af- 
fect wider diffusion of national income they are 
just as surely aids to higher standards of se- 
curity from poverty and dependency. 

The difficulties of complete and empirical so- 
lution of the problem are not the denial of social 
responsibility to solve it. The difficulties are in 
discovery of methods which will not deteriorate 
thrift, create a group of loafers, and will not 
undermine the responsibilities of State and local 
government, or lay unjust burdens upon agri- 
culture. The problem of assurance against un- 
deserved poverty is soluble and it becomes in- 
creasingly clear that the true American System 
alone can solve it, for that system alone will pro- 
duce the plenty. The complexity of this problem 
does not demand the surrender of Liberty. In- 
stead its surrender will inevitably destroy our 
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ability to produce the goods with which to pro- 
vide the remedy. 

There enters into the problem o£ security also 
the just division and diifusion^ of the national 
product. That some individuals receive too lit- 
tle and some receive too much for the services 
they perform is a certainty. The contrast be- 
tween poverty in a hard-working, thrifty home 
and the perverse extravagance of the wilful 
drones is a blot. But we may point out that with 
the diffusion of income in normal times under 
our system among 25,000,000 American fami- 
lies, it cannot be justly claimed that more than 
a fringe of a few hundred thousand receive more 
than they deserve for the service they give the 
community and that there are not more than a 
few million on the other fringe who conscien- 
tiously work and strive and do not receive that 
to which they are justly entitled. In between lies 
the vast majority of our people.® Over the last 
half-century except for the interruption of de- 
pressions, our standard of living, which is the 

^ I here use *^difFtision” instead of ‘^distribution,” for that term 
so commonly connotes the purely business function of the delivery 
of goods. 

3 There has been spread a vast amount of misinformation upon 
the whole subject of diffusion of income and wealth. That is the 
natural method of those who are anxious to destroy liberty. A 
competent study will show that over 90 per cent of the national 
income goes to persons receiving less than $10,000 per annum 
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real test of diffusion, has increased steadily and 
the proportion of families in the area of poverty 
has decreased constantly. 

The constant ideal of the whole American 
System has been thrift and the wider and wider 
diffusion of property. That makes for solution 
of many social questions including the whole 
problem of security in rainy days and old age. 
But there can be no incentive to acquire such 
security unless the right to honest possession is 
maintained. 

Distribution of national wealth and income 
must from any constructive point of view em- 
brace the widest considerations of stimulation 
to effort. What the absolute gauge of payment 
for service may be which will stimulate work, 
initiative, and enterprise will never be complete- 
ly determined on this earth, for there is no com- 
mon currency between the several rewards for 
which men strive — ^whether they be money or 
power or mental or spiritual satisfactions. But 
society must have the maximum effective work, 
and to get it, men must be given competitive 
rewards which inspire labor and enterprise. We 

income and over 97 per cent to persons receiving less than $50,000 
anmially. These individmls In the higher brackets pay from 30 
to 60 per cent of their income away in taxes, A study of the 
distribution of national wealth shows that about 74 per cent 
belongs to persons of less than $10,000 per annum income and 
89 per cent to persons receiving less than $50,000 annual income. 
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can better afford to pay too much for creative 
enterprise than too little, for creative activity 
brings reward to the whole nation. 

The American System has long since realized 
the necessity of curbing the undue amassing and 
concentration of wealth. The denial of primo- 
geniture, the constant drive to preserve competi- 
tion, to control monopoly, the drastic taxes upon 
inheritance, all have shown evidence of this 
realization. A vast amount of so-called concen- 
tration of wealth of recent years is the concen- 
tration of “stage money” created by war and 
boom inflation ; and in this aspect the Great De- 
pression has been a most drastic agent in its 
redistribution. 

Nothing is more certain than that we require 
a constantly wider diffusion of income. But this 
constantly wider diffusion which all thinking 
people desire comes slowly, for violent action 
distributes more poverty than wealth. 

And one of the solutions of this problem lies 
in devoting our energies to recovering and in- 
creasing the total income and wealth of the na- 
tion, and thus having still more to diffuse. We 
build progress not upon static standards but 
upon expanding desires and a steadily forward 
movement of material and mental satisfactions. 
Therein is the nation free, moving, vibrant and 
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alive with opportunity and security for our chil- 
dren. 

Liberalism has been ever the exponent of 
peace among nations. It is the surest hope of 
peace. Not in a hundred years have the great 
democracies of the world gone to war with each 
other. Yet that same century has been splattered 
with blood from despotisms battling with each 
other, and from Liberal governments defending 
themselves against attacks by such nations. The 
most practical proposal of peace to the world has 
been the extension of self-government. Peoples 
are far less likely than authoritarian govern- 
ments to start wars. 

Modern despotism, in every case, has achieved 
its purpose by fanning the fires of Nationalism. 
To inflame hate, and to stir the sacred emotion 
of patriotism as a drug to liberty, is a favorite 
device of those who seek power. Their effect is 
to increase enormously the dangers of conflict. 

Today the defensive complex of dictatorships 
seems to require that they attack Liberalism 
as the enemy of peace, at least with words. 
Such, for example, is Premier Mussolini’s fa- 
miliar statement that “the era of Liberalism, 
after having accumulated an infinity of Gordian 
knots, tried to untie them in the slaughter of 
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the World War — ^and never has any religion 
demanded o£ its votaries such a monstrous sac- 
rifice. Perhaps the Liberal gods were athirst 
for blood?” 

From rather an extensive contact with the 
World War and its aftermath, I was under the 
impression that it was started by certain des- 
potisms in Central and Eastern Europe and that 
the Liberal civilizations were obliged to fight to 
preserve their liberties. That the Liberal na- 
tions failed in imposing much of their philos- 
ophy upon those former despotisms will be ad- 
mitted, but it would seem a more just appraisal 
that the seeds of the Great War lay in despot- 
ism — ^not in Liberalism. 

The destruction of democracies and the rise 
of despotisms since the war has largely de- 
stroyed the world efforts at organized peace 
and disarmament. The weakening of represen- 
tative governments in Germany, Italy, Japan, 
and a number of Eastern European states has 
sensibly increased the dangers to peace. The in- 
crease in despotisms necessarily imposes greater 
expenditure for preparedness upon democ- 
racies. 

The rise of rampant Nationalism has resulted 
in great damage to the economic stability of the 
world. Moreover, the world heretofore in peri- 



ECONOMIC STABILITY AND SECURITY l8S 

ods of depression has had relief through great 
movements of people to the unsettled lands and 
in emigration from one country to another. 
These are almost absent today. The constant 
perfecting of the economic machine has given 
the world immensely greater productivity. Un- 
der this productivity, populations have hugely 
increased. In the absence of these older reliefs 
and in the presence of greater burdens, gov- 
ernments of necessity must take new and un- 
precedented measures of direct relief at a time 
when the people are least able to furnish them 
with such resources. The crisis is thus pro- 
longed. And when governments as part of their 
relief have endeavored to stop imports and 
stimulate exports with the weapons of currency 
depreciation, they further prolong the crisis. 

The world today, including ourselves, is en- 
gaged in a fierce trade war in which the chief 
weapons are tariffs, quotas, and other restric- 
tions on imports, subsidies of exports, and mili- 
tant currencies subsidized by taxpayers’ monies 
through governmentally “stabilized” exchange. 
Until the use of this currency weapon is aban- 
doned and the currencies of the chief commer- 
cial countries are stabilized by open agreement, 
there can be no effective relaxation in the in- 
creasing trade barriers of a hundred varieties. 
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Until this be done the world’s price levels, the 
market for surplus goods, and the world’s busi- 
ness in general will continue to be chaotic. 

If our civilization is to be perpetuated the 
great causes of world peace and world co-opera- 
tion in economic life must prevail. These im- 
mense objectives to the welfare of all mankind 
can prevail only through co-operation among na- 
tions. No matter how great the domestic efforts 
in any nation may be for the betterment of its 
people, they will be checked and limited if they 
be founded upon any other concept. 

The dangers and destruction to Liberty from 
war should need no demonstration after the ex- 
perience of the last two decades. It should also 
be grasped that economic war inevitably drives 
to further centralization of power in govern- 
ment and is equally perilous to Liberty, for in 
these operations are found daily new plausible 
reasons for more and more dictation of domestic 
economic life. 

In thus outlining the method of solution of 
some major social and economic problems I do 
not wish it assumed that these comprise the 
whole range of them. To review them all would 
dissipate into many bypaths the purpose of this 
examination. That is to demonstrate the con- 
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structive method of solution of our problems 
under the system of Liberty and the destructive 
method of its alternatives. We have great prob- 
lems in maintaining representative government, 
in law enforcement, and in dealing with crime. 
The problems of home life, of home ownership, 
of city concentration, of rural life, of educa- 
tion, of recreation, of moral and spiritual ad- 
vancement are live in national consciousness. 
The extent and nature of our complexities, yet 
but partly solved, are outlined in detail by the 
Committee on Recent Social Trends. That the 
ferment of national organizations is at work in 
every village, city, and state, stimulating dis- 
cussion, pursuit, and solution, is itself the proof 
of the vigor of our system. Such inquiries and 
organizations are the offspring solely of free 
men. Their very existence is demonstration not 
alone that there is no lack of will, but that the 
will rises from the great mass of our people. It 
is a will to find progress by their own efforts. 
That is the product of a free people, not a peo- 
ple directed by bureaucracy. 

In final analysis the question which we have 
to meet in solution of all these problems is: 
Having a system which has given history a 
record of greater security and comfort to a 
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greater number than ever in all human history 
before; having without sacrifice of Liberty 
solved our dangers time and again ; having the 
capacity, the will, and the method to keep solv- 
ing them, shall we now surrender to follow 
paths which can lead only to deadened inspira- 
tions and abandoned freedoms? 

In the methods of Liberty there is a vast con- 
structive program before us. If we maintain 
its dynamic forces of life, if we strive for peace, 
if our economic system be cleared so far as hu- 
manly possible of abuse, if we develop the sta- 
bility which is obviously attainable, if we ad- 
vance personal security, then with vigilance in 
our moral and social responsibilities, the other 
many problems of the times will find their solu- 
tions. 



CHAPTER XI 


WE MAY SUM UP 

The issue of civilization today is whether Lib- 
erty can survive the wounds it has received in 
these recent years. 

After the war Liberalism came into a vast 
ascendency. The arms of democracy had been 
victorious over the legions of despotism. Those 
dismembered nations hastened with high hopes 
to adopt the forms and endeavored to develop 
the spirit of individual Liberty. Then came the 
dreadful aftermaths — ^the vengeful peace, the 
continuation of hate, the realization of losses 
from the gigantic destruction, the rise of bitter 
nationalism with all its barriers and snatching 
for advantage, the attempts by inflations to shift 
and postpone the debt burdens of the day, the 
vicious speculation and exploitation to which in- 
flation gives opportunity, the dislocations from 
rapid advances of scientific discovery and labor- 
saving devices, and the final plunge into the 
liquidation by the great depression. The human 
misery that has flowed from it all has discredited 
the social systems of all nations, no matter how 
great their concept of liberty, justice, and peace. 

189 
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Liberalism fell first in its new-born regions, 
and today it is under attack in the great areas 
of its origins and development. Indeed, the 
fate of Liberalism rests today mainly upon 
three great nations, America, the British Com- 
monwealth, and France. It is within these 
areas where the fortresses of freedom though 
much weakened can be held. If they fail the 
lesser outworks will fall. In America, where 
Liberty blazed brightest and by its glow shed 
light to all others, it is today impaired and en- 
dangered. 

In anxiety and hope, in the yearnings of hu- 
manity for betterment, alternative philosophies 
of society have sprung into life, offering “solu- 
tions” for all difficulties. Whatever their names 
be — ^Fascism, Socialism, or Communism — ^they 
have this common result: wherever these sys- 
tems have been imposed tyranny has been erect- 
ed, government by the people abolished. The 
protection of law has vanished before dictation; 
no person is secure in justice; even the old 
right of habeas corpus is forgotten; the right 
of property is wholly removed or its use per- 
mitted only upon sufferance by the state; free 
speech, free press, the right of assembly have 
been banished; whispers and terror replace se- 
curity and freedom of spirit. From these re- 
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pressive measures comes the banishment of free- 
dom itself. 

Be it noted that even “temporary” dictator- 
ships are achieved by the direct and emphatic 
promise to the people that their liberties eventu- 
ally will be restored. In Russia, the theory runs 
that some liberty will be restored when the revo- 
lution of the proletariat is “consummated.” In 
Italy, liberties will be restored as the people earn 
them by faithful obeisance before the throne of 
Fascism. Under Naziism, liberties will be re- 
stored when the “National Consolidation” is 
secured. 

A sobering commentary upon the processes 
of mass psychology is the idea in all of these 
countries that Liberty may be achieved and se- 
cured only by sacrifice of liberties to the ef- 
ficency of tyranny. Certainly it is not illogical 
to suggest that if the ultimate purpose of dic- 
tatorships is the restoration of Liberty, the first 
aim of existing liberal governments should be 
the defense and maintenance of Liberty. 

The proponents of these rival programs are 
often men of burning zeal. In their zeal they 
are willing to wipe out centuries of achievement, 
to ignore the bloody road over which the human 
race has travelled, evolving as it went the very 
ideals of justice and liberty. They envisage these 
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ideals as their own and sole discovery, they 
adopt actions and measures which this long 
road of trial has proved disastrous, and they 
abandon the gains of freedom so painfully 
acquired. 

From the examples of National Regimenta- 
tion that we have examined it is obvious that 
many of its measures represent not reform 
or relief within the boundaries of Liberty, but 
that they are emulating parts of some of these 
other systems with the hope of speeding recovery 
from the depression. 

One may disagree and keep silent as to the 
justification of some of these measures if they 
are to be limited to “emergency,” for in the 
march of a great people that is relatively unim- 
portant if that is all of it. Then these dangers 
and stresses will disappear as an eddy in the 
stream of national life. The important thing is 
whether this drift from essential liberties is to 
be permanent. If not permanent, these emer- 
gency measures will have served the purpose of 
having exhausted the pent-up panaceas of a 
generation and broken them on the wheel of 
resistant human behavior and the spirit of a 
people with a heritage of liberty. 

The threat of the continuance of these 
“emergency” acts is a threat to join the Con- 
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tinental retreat of human progress backward 
through the long corridor of time^ In the 
demands for continuance there lies a mixture 
of desperate seeking for justification of their 
adoption and subtle ambitions of those advo- 
cating other philosophies. Whatever the motive, 
the promise of permanence now stares the 
American people starkly in the face. It is not 
the mere evolution of an economic procedure 
that this Regimentation implies — it steps ofif the 
solid highways of true American Liberty into 
the dangerous quicksands of governmental dic- 
tation. 

Thus what I am interested in in this inquiry 
is something that transcends the transitory ac- 
tions, as important as they are, something far 
more pregnant with disaster to all that America 
has been to its people and to the world. No na- 
tion can introduce a new social philosophy or a 
new culture alien to its growth without moral 
and spiritual chaos. I am anxious for the future 
of freedom and liberty of men. That America 
has stood for; that has created her greatness; 
that is all the future holds that is worth while. 

The unit of American life is the family and 
the home. Through it vibrates every hope of 
the future. It is the economic unit as, well as 
the moral and spiritual unit. But it is more 
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than this. It is the beginning o£ self-govern- 
ment. It is the throne of our highest ideals. It 
is the center of the spiritual energy of our peo- 

The purpose of American life is the constant 
betterment of all these homes. If we sustain 
that purpose every individual may have the vis- 
ion of decent and improving life. That vision is 
the urge of America. It creates the buoyant spirit 
of our country. The inspiring hope of every 
real American is for an enlarged opportunity 
for his children. The obligation of our genera- 
tion to them is to pass on the heritage of Liberty 
which was entrusted to us. To secure the bless- 
ings of Liberty to ourselves and to our posterity 
was the purpose in sacrifice of our fathers. We 
have no right to load upon our children unneces- 
sary debts from our follies or to force them to 
meet life in regimented forms which limit 
their self-expression, their opportunities, their 
achievements. St. Paul said nearly two thousand 
years ago, “Ye have been called unto liberty.” 

Our American System and its great purpose 
are builded upon the positive conception that 
“men are endowed by their Creator with certain 
unalienable Rights, that among these are Life, 
Liberty, and the pursuit of Happiness” ; that the 
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purpose and structure of government is to pro- 
tect these rights; that upon them the govern- 
ment itself shall not encroach. From these lib- 
erties has come that unloosing of creative in- 
stincts and aspirations which have builded this, 
the greatest nation of all time. 

The Bill of Rights — our forefathers’ listing 
of unalienable liberties and personal securities 
— ^was written a century and a half ago. We 
have had need to work out both practical appli- 
cation of these liberties and the machinery for 
maintaining them in the changing scene of the 
years. We have seen some of them fade from 
memory, such as the protection from quarter- 
ing of troops. We have had to add some new 
rights to assure freedom from slavery and to 
give universal franchise. We have had to keep 
the balance as between some of them and to see 
that some — chiefly property rights — ^are not 
used to override other rights. We have steadily 
developed from the spirit of freedom high stand- 
ards and ideals of human relationship, a great 
system of advancement of mankind. We have at 
times failed to live up to our ideals, but that they 
shall continue to shine brightly is the important 
thing. 

Those are today denounced who, on one hand, 
dare assert that these liberties and personal se- 
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curities still live, and, on the other, they are 
equally denounced yrho assert that they have 
been transgressed. It will be denied that any 
one of them has ever been mentioned in our 
country for repeal or modification. Nor has it 
been proposed today that any new; rights and 
securities should be added to those guaranteed 
by the Constitution. Therein lies the intellectual 
dishonesty of the attack upon them. If we have 
discovered that any one of these liberties is not 
our individual endowment by the Creator, the 
right thing is to propose a change in the Con- 
stitution and allow us to examine it, not to ex- 
tinguish it by indirection. Such an alteration 
would not get far, for whether people know; 
them by name or not, the principles of liberty 
and security are embedded in their daily thought 
and action. Perhaps not one in a hundred thou- 
sand of our people knows the detailed list of 
liberties our forefathers insisted upon, or the 
development of them since, but never a day goes 
by that every man and woman does not instinc- 
tively rely upon these liberties. 

Yet today forces have come into action from 
ignorance, panic, or design which, either by 
subtle encroachment or by the breaking down 
of their safeguards, do endanger their primary 
purpose. These liberties are of urgent practical 
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importance. The very employment upon which 
millions depend for their bread is today delayed 
because of the disturbance of confidence in their 
security. 

There are those who assert that revolution 
has swept the United States. That is not true. 
But there are some who are trying to bring it 
about. At least they are following the vocal 
technique which has led elsewhere to the tragedy 
of Liberty. Their slogans; their promise of 
Utopia; their denunciation of individual wick- 
ednesses as if these were the wards of Liberty; 
their misrepresentation of deep-seated causes; 
their will to destruction of confidence and con- 
sequent disorganization in order to justify ac- 
tion; their stirring of class feeling and hatred;' 
their will to clip and atrophy the legislative arm; 
their resentment of criticism; their chatter of 
boycott, of threat and of force — ^all are typical 
enough of the methods of more violent action. 

In our blind groping we have stumbled into 
philosophies which lead to the surrender of free- 
dom. The proposals before our country do not 
necessarily lead to the European forms of 
Fascism, of Socialism, or of Communism, but 
they certainly lead definitely from the path of 
liberty. The danger lies in the tested human 
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experience, that a step away from liberty itself 
impels a second step, a second compels a third. 
The appetite for power grows with every oppor- 
tunity to assume it, and power over the rights 
of men leads not to humility but to arrogance, 
and arrogance incessantly demands more power. 
A few steps so dislocate social forces that some 
form of despotism becomes inevitable and Lib- 
erty dies. 

No country or no society can be conducted by 
partly acknowledging the securities of Liberty 
and partly denying them, nor by recognizing 
some of them and denying others. That is part 
democracy and part tyranny. At once there are 
conflicts and interferences which not only dam- 
age the whole economic mechanism but drive 
unceasingly for more and more dictation. 

Even partial regimentation cannot be made 
to work and still maintain live democratic insti- 
tutions. Representative government will sooner 
or later be at conflict with it along the whole 
front, both in the incidentals of daily working 
and in the whole field of free choice by the peo- 
ple. If it be continued the Congress must fur- 
ther surrender its checks and balances on ad- 
ministration and its free criticism since these, 
with intensified duties to its constituents, create 
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interferences that will make efficient administra- 
tion of this regimented machine impossible. 

For any plan of Regimentation to succeed it 
must have not only powers of rigid discipline 
but adamant continuity. Does anyone believe that 
with the interferences of the Congress and the 
storms of a free press any government can im- 
pose discipline and follow a consistent and un- 
deviating course in directing the activities of 
125,000,000 highly diversified people? Because 
such a course is impossible Fascism and Soviet- 
ism have suppressed both free speech and repre- 
sentative government. 

We are confronted with a maze of problems. 
The boom and depression brought discouraging 
increases and disclosures of the abuses of Lib- 
erty and the growth of economic oppressions. I 
have discussed these abuses at length in previous 
chapters because these betrayals of trust, ex- 
ploitation, monopoly, and all the rest of them 
are the battle-grounds of Liberty. 

The American System has steadily evolved 
the protections of Liberty. In the early days of 
road traffic we secured a respect for liberties of 
others by standards of decency and courtesy in 
conduct between neighbors. But with the crowd- 
ing of highways and streets we have invented 
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Stop and Go signals which apply to everybody 
alike, in order to maintain the same ordered Lib- 
erty. But traffic signals are not a sacrifice of 
Liberty, they are the preservation of it. Under 
them each citizen moves more swiftly to his own 
individual purpose and attainment. That is a 
far different thing from the corner policeman 
being given the right to determine whether the 
citizen’s mission warrants his passing and 
whether he is competent to execute it, and then 
telling him which way he should go, whether he 
likes it or not. That is the whole distance be- 
tween ordered Liberty and Regimentation. 

The achievements of our own economic sys- 
tem have brought us new problems in stability 
in business, in agriculture, and in employment, 
and greater security of living. But the first con- 
structive step in solution is the preservation of 
Liberty, for in that sphere alone are the dynamic 
forces with which to solve our problems suc- 
cessfully. 

The whole history of humanity has been a 
struggle against famine and want. Within less 
than half a century the American System has 
achieved a triumph in this age-long struggle by 
producing a plenty. 

The other systems now urged for permanent 
adoption propose to solve the remaining prob- 
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lem of distribution of a hard-won plenty by re- 
strictions which will abolish the plenty. To adopt 
this course would be an abject surrender. Worse, 
it would be a surrender to the complexities of 
distribution after the major battle, which is pro- 
duction, has been won. It may be repeated that 
if we undermine the stimulants to individual ef- 
fort which come alone from the spirit of Lib- 
erty, we may well cease to discuss the greater 
“diifusion of income,” “of wealth,” “minimum 
standards,” and “economic security,” the “abo- 
lition of poverty,” and its fears. Those are pos- 
sibilities only in an economy of plenty. 

It is not that the proposals or philosophies or 
tendencies of National Regimentation are new 
discoveries to humanity, which offer the bright 
hope of new invention or new genius in human 
leadership. They have the common character- 
istic of these other philosophies of society and 
of those of the Middle Ages — that the liberties 
of men flow only from the state ; that men are 
subjective to the state; that men shall be regi- 
mented, not free men. Herein is the flat con- 
flict with true Liberalism. It is all old, very, 
very old, the idea that the good of men arises 
from the direction of centralized executive 
power, whether it be exercised through bureau- 
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cracies, mild dictatorships or despotisms, mon- 
archies or autocracies. For Liberty is the eman- 
cipation of men from power and servitude and 
the substitution of freedom for force of govern- 
ment. 

Liberty comes alone and lives alone where 
the hard-won rights of men are held unalien- 
able, where governments themselves may not 
infringe, where governments are indeed but the 
mechanisms to protect and sustain these liber- 
ties from encroachment. It was this for which 
our fathers died, it was this heritage they gave 
to us. It was not the provisions with regard to 
interstate commerce or the determination of 
weights and measures or coinage, for which the 
Constitution was devised — ^it was the guaranties 
that men possessed fundamental liberties apart 
from the state, that they were not the pawns 
but the masters of the state. It has not been 
for the aid and comfort of any form of economic 
domination that our liberties have been hallowed 
by sacrifice. It has not been for the comfort of 
machinery that we have builded and extended 
these liberties, but for the independence and 
comfort of homes. 

Those who proclaim that in a Machine Age 
there is created an irreconcilable conflict in which 
liberty cannot survive should not forget the 
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battles of liberty over the centuries, for let it be 
remembered that in the end both big business 
and machinery will vanish before freedom if 
that be necessary. But it is not necessary. It is 
not because Liberty is unworkable, but because 
we have not worked it conscientiously or have 
forgotten its true meaning that we often get 
the notion of the irreconcilable conflict with the 
Machine Age. 

We cannot extend the mastery of government 
over the daily life of a people without some- 
where making it master of people’s souls and 
thoughts. That is going on today. It is part of 
all regimentation. 

Even if the government conduct of business 
could give us the maximum of efficiency instead 
of least efficiency, it would be purchased at the 
cost of freedom. It would increase rather than 
decrease abuse and corruption, stifle initiative 
and invention, undermine the development of 
leadership, cripple the mental and spiritual en- 
ergies of our people, extinguish equality of op- 
portunity, and dry up the spirit of liberty and 
the forces which make progress. 

It is a false Liberalism that interprets itself 
into government dictation, or operation of com- 
merce, industry and agriculture. Every move 
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in that direction poisons the very springs of 
true Liberalism. It poisons political equality, 
free thought, free press, and equality of oppor- 
tunity. It is the road not to liberty but to less 
liberty. True Liberalism is found not in striving 
to spread bureaucracy, but in striving to set 
bounds to it. Liberalism is a force proceeding 
from the deep realization that economic free- 
dom cannot be sacrificed if political freedom is 
to be preserved. True Liberalism seeks all legiti- 
mate freedom first in the confident belief that 
without such freedom the pursuit of other bless- 
ings is in vain. 

The nation seeks for solution of its many 
difficulties. These solutions can come alone 
through the constructive forces from the system 
built upon Liberty. They cannot be achieved by 
the destructive forces of Regimentation. The 
purification of Liberty from abuses, the restora- 
tion of confidence in the rights of men, the re- 
lease of the dynamic forces of initiative and 
enterprise are alone the methods by which these 
solutions can be found and the purpose of Amer- 
ican life assured. 

The structure of human betterment cannot 
be built upon foundations of materialism or 
business, but upon the bedrock of individual 
character in free men and women. It must be 
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builded by those who, holding to ideals of its 
high purpose, using the molds of justice, lay 
brick upon brick from the materials of scientific 
research, the painstaking sifting of truth from 
collections of facts and experience, the advanc- 
ing ideas, morals and spiritual inspirations. Any 
other foundations are sand, any other mold is 
distorted; and any other bricks are without 
straw. 

I have no fear that the inherent and uncon- 
querable forces of freedom will not triumph. 
But it is as true today as when first uttered that 
“the condition upon which God hath given lib- 
erty to man is eternal vigilance.” We have in 
our lifetime seen the subjection of Liberty in 
one nation after another. It has been defeated 
by the xmtruth that some form of dictation by 
government alone can overcome immediate dif- 
ficulties and can assure entry into economic per- 
fection. America must not and it will not suc- 
cumb to that lure. That is the issue of our gen- 
eration, not a partisan issue but the issue of 
human liberty. 

The spark of liberty in the mind and spirit 
of man cannot be long extinguished; it will 
break into flames that will destroy every coer- 
cion which seeks to limit it. 
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